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FUTURE OF IRREGULAR AIRLINES IN UNITED STATES 
AIR TRANSPORTATION INDUSTRY 


TUESDAY, MARCH 31, 1953 


Untrep Srates Senate, 
SuBcoMMITTEE ON Retations oF Bustness WITH 
GOVERNMENT OF THE SELECT CoMMITTEE ON SMALL BusINEss, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 10: 10 a. m., in room 324, 
Senate Office Building, Senator Edward J. Thye (chairman of the 
full committee and chairman of the sube ‘ommittee) presiding. 

Present: Senators Thye (presiding), Hendrickson, Hunt, and 
Sparkman. 

Also present : Laurance G. Henderson, staff director. 

Senator Tuyr. If the committee will come to order, we will pro- 
ceed with the hearing. 

The Senate Small Business Committee has for some time been in- 
terested in the welfare of the so-called irregular airlines, a small 
business segment of the airline industry. These companies were 
formed shortly after the end of World War II, usually by veterans 
who bought or leased surplus transport aircraft. The “nonskeds,” 
they came to be known, pioneered the development of such fields as 
air freight and low-cost air coach. Unlike the certificated airlines, 
they receive no subsidies. 

In 1951 these airlines complained to the Senate Small Business Com- 
mittee that the Civil Aeronautics Board was conducting a campaign 
of persecution and harassment against them. In April and May of 
that year, the committee conducted an extensive investigation into 
the problem. The committee found that the “nonskeds” had made a 
real contribution to the development or air transportation and rec- 
ommended that the companies be given the opportunity to continue 
operations. The committee also felt that the airlift capacity repre- 
sented by these carriers was a real national asset that should be 
preserved. 

We urged the Civil Aeronautics Board to work out a program that 
would po these small companies to continue to live. The com- 
mittee has been concerned to note over the past 2 years the constantly 
weakening long-term economic position of these airlines. Therefore, 
the committee voted at an executive meeting in February to ask the 
Board to appear before the committee to explain what it had done to 
assist these companies. That is the purpose of today’s hearing. The 
witness is Oswald Ryan, chairman of the Civil Aeronautics Board. 

Mr. Ryan has filed a formal statement with the committee which 
gives a detailed report to us. I believe all the members of this com- 
mittee have had an opportunity to review this statement. Because of 
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9 FUTURE OF IRREGULAR AIRLINES 
its length, I suggest that it be inserted in the record and that Mr. Ryan 
summarize it briefly for the committee. 

However, it is entirely up to you, Mr. Ryan. If you would care to 
read your statement, we should not put any restrictions on you what- 
soever. So you May proc eed, Mr. Ryan. 


STATEMENT OF OSWALD RYAN, CHAIRMAN, CIVIL AERONAUTICS 
BOARD, WASHINGTON, D. C., ACCOMPANIED BY JAMES M. VERNER, 
EXECUTIVE DIRECTOR; GORDON M. BAIN, DIRECTOR, BUREAU 
OF AIR OPERATIONS; AND EMORY T. NUNNELEY, JR., GENERAL 
COUNSEL 


Mr. Ryan. Mr. Chairman, I think perhaps it would be desirable 
in order to place these issues in the proper background with refer- 
ence to the statement, that I read at least a substantial part of this 
statement. 

Senator Tuyr. You may, sir, do whichever you desire. We are 
just trying to get the facts and to be as helpful to the aviation industry 
as we possibly can. We are not out to injure anyone. We are trying 
to broaden and give everyone an opportunity. 

Mr. Ryan. Yes, sir. 

Mr. Chairman, gentlemen of the committee, the Board appreciates 
this opportunity to appear before the committee, and I am sure I 
express the sentiments of the Board when I say that the Board appre- 
ciates the very kind and fair proposals which the committee, through 
you, is making this morning. 

Senator Tuyr. Mr. Ryan, administrative agencies and Congress 
must work together. If we do not work together, we just destroy some 
of our efficiency and, for that reason, I am just trying to cooperate with 
you, sir, to develop some facts here that might be beneficial to all 
members of Congress. 

Mr. Ryan. That is fine, Senator. 

I may say also, that Senator Lee and Senator Gurney, my two col- 
leagues, are also present this morning. Mr. Adams, Mr. Joseph 
Adams, is absent. He is away for his annual term of military service 
in the Marine Air Force. 

Almost 2 years, I think, have elapsed, Mr. Chairman, since the last 
appearance of the Board before this committee, and that is another 
reason why we are glad of the opportunity to review with you the 
occurrences of the intervening period and to present to you our think- 
ing on this very important problem. 

In our opinion the historical background of the irregular-carrier 
industry is essential to a full understanding of the problem. At the 
risk, therefore, of covering some ground with which you are already 
familiar, I would like to sketch briefly the development of the irregu- 
lar carriers, and particularly the occurrences of the last 2 years. 

From its beginning in 1938, the Board recognized that there was a 
group of carriers which, although engaging in air transportation as 
common carriers and, therefore, subject. to the economic regulatory 
provisions of the act, conducted their business in such a way that they 
could not comply in any substantial measure with those provisions 
and | continue to operate. These carriers during the entire prewar 


1 For full text of Mr. Ryan's statement see appendix I. 
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period; that is, from the establishment of the Board in 1938 until the 
outbreak of World War II, furnished a call-and-demand air service, 
operating generally froin a fixed base, and fying where and when 
requested with no regard to schedule. For the most part, they oper- 
ated small non-transport-type aircraft and their air-transportation 
services were only incidental to other aviation activities in which they 
were engaged such as flight training, the operation of airports, and the 
sale and service of aircraft and accessories. 

While in 1988 the operations of these carriers were of limited eco- 
nomic significance insofar as the air-transportation system of the 
country asa whole was concerned, their very existence we thought indi- 
cated a need that could not be satisfied by the scheduled air carriers. 
It was also clear that their operations were of such a limited extent and 
were conducted under such unusual circumstances that compliance 
with the provisions of title IV of the act; that is, the economic regu- 
latory provisions, would have been unduly burdensome on them. 

It was also obvious that their operations were of a type which did 
not logically fit into the economic provisions of the act which were 
designed primarily for the regulation of the scheduled, route-type 
services that were, and are today, the backbone of our national air 
transportation system. 

Accordingly, the Board, relying upon its authority under section 
116 (b) of the act, issued in 1938 its so-called nonscheduled regulation. 
That regulation exempted from virtually all of the economic provi 
sions of title IV of the act all air carriers which did not engage in 
scheduled operations. 

Now, what were scheduled operations? Under the regulation, an 
operation was deemed to be scheduled, and, therefore, not authorized 
under the exemption if the air carrier held out to the public by adver- 
tisement or otherwise that it would operate one or more airplanes 
between particular points with regularity or with a reasonable degree 
of regularity. 

During World War II commercial aviation generally was sharply 
curtailed and the operations of the nonscheduled carriers created no 
serious regulatory problems whatsoever. However, the Board, in 
order to determine what changes, if any, were required in its regula- 
tion, instituted, in 1944 an investigation of these exempted nonsched- 
uled services. Although only relatively minor changes in the non 
scheduled regulations were made upon completion of this proceeding 
in May of 1946, the Board recognized in its published opinion that the 
record did not adequately reflect the changes which were taking place 
in this segment of the industry as a result of the termination of hos- 
tilities and it undertook to emphasize the limited and sporadic nature 
of the services which were authorized by the nonscheduled regulation. 

Now, following the cessation of hostilities our noncertificated trans- 
portation saw a ‘tremendous increase and it also re ‘vealed some very 
marked changes from what had been. 

In order to meet the rapidly changing situation and the new prob- 
lems created by it, the Board in May 1947 revised the nonscheduled 
exemption regulation. The carriers permitted to operate under that 
regulation were by that amended regulation renamed irregular air 

carriers and were required to obtain letters of registration from the 
Board, although the amended regulation did not require any showing 
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of a need for the carrier’s operation or a showing of fitness and ability 
to perform the operation. The basic limitation upon frequency of 
operations which had been implicit in the nonscheduled regulation 
since 1938 was now spelled out in a more detailed and precise form. 

By August 6, 1948, 147 companies had been issued letters of regis- 
tration as large irregular carriers, and of those 109 were still in effect. 
At that time the Board provided that no further letters of registration 
would be issued to large irregular carriers unless an application had 
been filed on or before August 6, 1948. This was followed in May of 
1949 by a further revision which terminated the blanket exemption of 
large irregular carriers but provided that any large irregular carrier 
which, by a specified date, filed an application for an individual ex- 
emption could continue operations under the limitations of the regula- 
tion until its application for individual exemption was disposed of. 
Thereafter on May 25, 1950, the Board issued its opinion in Large /r- 
regular Carriers, Exemptions (11 C. A. B. 609), setting forth the 
policies that would guide it in disposing of the applications for indi- 
vidual exemptions. 

Finally, the Board pointed out that there was a large number of ir- 
regular carriers which, although holding valid letters of registration. 
had not conducted in the preceding year any operations pursuant to 
their authority. With respect to these carriers, the Board concluded 
that there did not appear to be any need for their services, and that, 
accordingly, the applications of all nonoperators; that is, those that 
had not used their letters of registration for a year, would be denied. 

As part of that decision of May 25, 1950, the Board finally disposed 
of 11 applications pending before it, granting 2, denying 8 for non- 
operation, and dismissing 1. 

Senator Tarr. Do you mind an interruption at that point? 

Mr. Ryan. No. 

Senator Ture. In other words, if a company or an individual that 
was registered with you and had a letter had not made use of it in 
a year’s time, you then canceled out that letter of authorization ? 

Mr. Ryan. That is right, on the ground of nonuse. 

Senator Ture. In other words, they made no use of it for a year’s 
time? 

Mr. Ryan. Approximately a year. 

Senator Tyr. And those that showed they had made some use of 
that authorization over a period, throughout that year, they were 
granted a continuation ? 

Mr. Ryan. They were given the opportunity to pursue their applica- 
tions, and in the meantime they continued under the old rule. 

Senator Tyr. Were they operating in an area that you might deter- 
mine as an isolated area that you had no scheduled flights serving 
that area ? 

Mr. Ryan. No, Mr. Chairman. I think I am correct in stating that 
for the most part the large irregulars at that time, as today, operated 
over the high-density routes. Their operations were very largely 
concentrated on the high-density routes where the thickest traffic was 
available. 

Senator THyr. Yes; and this might be an isolated area where occa- 
sionally there might be someone who would want a contract or a 
schedule of flight. 
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Mr. Ryan. I presume that you would say that Alaska would be an 
isolated area in that sense, of its very large dependence—— 

Senator Tuye. I could think of northern Wisconsin or northern 
Michigan or some place in Arizona or Colorado that might be isolated 
in that no regularly scheduled service was available, but there were 
people who wanted to use the air service or the flight service in order 
to get from that point to a designated scheduled flight. 

Mr. Ryan. Mr. Chairman, under the authority which the Board 
granted, they could operate between any two points in the United 
States so long as they observed the nonregularity provisions; that is, 
the infrequency and irregular character of the operation for which 
they were authorized. 

Senator Tuyr. Thank you, Mr. Ryan. 

Mr. Ryan. They could operate any place. 

Senator Ture. I was sorry to interrupt, but at that point this 
question occurred to ine. 

Mr. Ryan. That is all right. 

It was the thought of the Board at the time, if I recollect correctly, 
that they particularly would be appropriately serving such areas, such 
isolated areas as were not served by airlines. 

Senator Taye. I have been in sympathy with that type of service 
because we were pioneering flight establishment. I know what we 
were faced with in my own State. I know the problems that many 
of the community centers were faced with because they couldn’t offer 
a load to a regular airline daily that would permit them to fly a regular 
scheduled flight, but at the same time there were seasons of the year 
when flying became a necessity and they couldn’t afford a plane of 
their own, so they were very happy to aks a contract with some local 
man to fly them to designated points or scheduled points. 

Mr. Ryan. Mr. Chairman, let me call on the general counsel to 
speak on that. 

Mr. Nunneey. May I make one point. I should like to point out 
the Board has authorized the so-called air-taxi operator to operate 
without limits as to regularity or frequency. The air-taxi operator 
is the operator of the small-type airplane, less than 12,500 Secale gross 
weight, which would go up to such things as the twin-engine Beech 
aircraft, or that type of 5-, 6-, 7-passenger plane. That type of 
operator can operate on scheduled frequency if he wants to under the 
Board’s existing regulations at this time. 

Senator Tuyr. The committee staff would like to have permission 
to ask just one question at this time. Mr. Henderson. 

Mr. Henverson. To clarify the record, the type of service oper- 
ated by these nonscheduled airlines was different than the scheduled 
certificated operators. It was a coach-type operation or an air-freight 
operation. 

Mr. Ryan. No. Legally it was an operation which was distin- 
guished by its infrequent and sporadic character. 

Mr. Henverson. Where you spoke of the operations on the high- 
density routes, those operations on the high-density routes were con- 
fined to a coach-type operation rather than first-class operation ? 

Mr. Ryan. They have been low-fare operations; that is right. 

Mr. Henperson, Certainly, at the time, in 1950, there was no other 
transcontinental coach-type service by the scheduled airlines? 
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Mr. Ryan. Well, in 1950, I would have to check that to see whether 
it was available at that particular time. 

Mr. Bary. In 1949, in December 1949, American was operating two 
daily flights transcontinentally. 

Mr. Henperson. They commenced operations in December 1949? 

Mr. Barn. December 31, 1949, is the date I have. They had been 
operating. I am not sure of the exact date. They were operating 
2 flights and were covering 3 points. They were operating in 1949 
during the last month. At that time TWA was operating six flights. 

Mr. Henverson. Transcontinental ? 

Mr. Barn. Yes. They were serving nine points at that time, Decem- 
ber 31, 1949. 

Mr. Henperson. According to the record four of those flights were 
on the Kansas-Chicago or Chicago-New York segment. 

Mr. Bary. The TWA flights were 2 transcontinental, New York- 
Los Angeles, 2 Kansas City-Los Angeles, and 2 New York-Chicago. 

Senator on You may proceed, Mr. Ryan. 

Mr. Ryan. As a part of that decision of May 25, 1950, the Board 
finally disposed of 11 applications pending before it, granting 2, deny- 
ing 8 for nonoperation, and dismissing 1. 

Thereafter, the Board continued to process the individual exemp- 
tion applications on file with it until September 21, 1951. By that 
time 17 applications had been granted by the Board; 18 applications 
of nonoperating carriers had been finally denied; the operating au- 
thority of 16 other carriers had terminated for various reasons, in- 
cluding surrender of authorization, revocation or denial for violation, 
death of the owner. and merger; and the remaining 46 applications 
were being processed. 

Senator Hunt. The statement you have read is different than the 
mimeographed page which I have. 

Mr. Ryan. That is correct. I do not think the corrections got on 
to the mimeographed copy. 

Following the issuance of the Board’s opinion of May 25, 1950, 
the next major step in the regulation of irregular carriers came on 
March 2, 1951, when the Board issued a speci: al exemption authorizing 
unrestricted operations by large irregular carriers pursuant to mili- 
tary contracts and the establishment of joint representatives at mili- 
tary bases to arrange for flights of uniformed military personnel 
traveling at their own expense to or from military bases. Also, the 
Board approved two organizations of irregular carriers, the Air 
Coach Transport Association and the Inde pendent Military Air Trans- 
port. Association, for the purpose of representing such carriers before 
the executive branch of the United States Government and in order 
that the irregulars’ equipment, personnel, and services might most 
expeditiously be utilized by the Department of Defense. The mili- 
tary exemption has since been extended by the Board and is still 
in effect. 

This was the situation in the regulation of large irregular car- 
riers on September 21,1951. On that date, the Board issued an order 
instituting a general investigation of air services by large irregular 
carriers and irregular transport carriers. That investigation was di- 
rected to all matters related to and concerning air transportation con- 
ducted by irregular carriers, including an inquiry into the issue of 
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whether there is a need for air transportation services by irregular 
carriers “in addition to and supplemental to services performed by the 
carriers holding certificates of public convenience and necessity.” 

The institution of this general investigation and the temporary 
suspension of any further processing of the individual exemption ap- 
plications did not portend a cessation of enforcement activities 
against those irregular carriers which might eontinue to flout the reg- 
ul: rity and frequenc: Vv provisions of the exemption regulation under 
which the ‘y were operating. The exact opposite was true, for simul 
taneously with its order setting in motion the general investigation 
the Board issued a press release containing its enforcement policy. 
In substance if stated that the Board had reviewed its enforcement 
policy with respect to the large irregular carriers and had concluded 
that it could not condone violations of the act or the Board’s regula- 
tions pending disposition of the proceeding in the general investiga- 
tion. The Board stated that it would proceed with the enforcement 
of the existing requirements in the usual manner; that is, by giving 
violators warning and an opportunity to achieve voluntary compliane e 
with the act, or by applying to the United States district courts for 
injunctions, or by issuing cease-and-desist orders, or by revocation, or 
by a combination of any of these remedies. The Board has adhered 
to that program, Mr. Chairman, completing one enforcement pro- 
ceeding which was pending on September 21, 1951, and instituting 4 
new enforcement proceedings since that date in cases where the car 
rier appeared to be operating with excessive frequency and regularity 
and 6 other miscellaneous cases. Of these 5 cases which involve 
excessive regularity and frequency, 2 have been completed, and 
are pending. 

Before discussing the recommendations of your committee in its 
July 1951 report, I “would like to discuss briefly another matter which 
we believe is also fundamental, namely, the attitude of the Board 
with respect to the irregular carriers. 

The most recent annual report of your committee was issued a few 
days ago and contained a section concerning the irregular carriers. 
The Board is disturbed and surprised, Mr. Chairman, to find, on 
reading that report, that this honorable committee continues to be- 
lieve that the Board is “hostile” to the irregular carriers and is con- 
ducting a “war of attrition” and “harassment” against them; that 
the Board is following the devious and dubious practice of “death 
by delay” and “strangulation by regulations”; and that even the 
customary legislative requests submitted to Congress by the Board 
must be carefully scrutinized in order to ascertain whether they 
contain some hidden weapon against the irregular carriers. 

I want to take this opportunity—and I know my two colleagues 
who are present and my colleague who is not present, I think, would 
share this feeling—to assure your honorable committee ew the Civil 
Aeronautics Board is not and never had conducted a “war of at- 
trition” against the irregular carriers. If we were saath them, we 
would say so, here and elsewhere, just as we opposed the unrestricted 
entry of steamship and railroad companies into the field of air trans- 
portation years ago. 

On two occasions since 1938, the Board has reviewed its overall 
policy toward irregular air transportation—once following the inves- 
tigation of 1944-45, and again following the filing of individual ex- 
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emption applications in 1949. On both occasions the Board reaffirmed 
its belief in the need for irregular air transportation that would sup- 
ylement the services prov ided by the scheduled carriers. We are and 
have been in favor of irregular air transportation and irregular air 
carriers. But we have felt it to be our auty under the Civil Aero- 
nautics Act to see to it that the irregular air carriers should do the 
job which we authorized them to do and to supplement and not com- 
pete with the certificated air-transport structure of the Nation. 

We recognize the fact, gentlemen—and we hope this committee 
does—that the task of regulating the relationship between the sched- 
uled airline industry and the irregular carrier segment of the air 
transport system is not a simple or any easy task and that we do not 
yet have all the answers to all of the questions which this problem 
poses for us. But one thing we do believe, and I believe the record 
will support: That this Board has sought earnestly and in good faith 
to find a place for the irregular carriers in the national transportation 
system which would strengthen and preserve this segment of the 
system and at the same time keep the way clear for the continued 
progress of the certificated industry toward the goal of a self-support- 
ing transportation system. 

Now, the Board’s latest effort to find a solution to this important 
problem has been the institution of the proceeding, of which I spoke, 
for investigating and reviewing the entire problem of the irregular 
air carriers. This proceeding—the largest ever opened by the Board, 
will enable us to review the overall policies on the basis of the accu- 
mulated knowledge and experience which we have gained from their 
past operations. 

At the present time there are 61 irregular carriers, as compared to 
only 39 domestic and international certificated carriers not including 
the Territorial carriers. The irregular carriers may operate between 
the United States and any points in the world carrying property, and 
between any United States points carrying persons and property. 
The certificated carriers are confined to their certificated routes for 
all but charter services, The irregular carriers may suspend, shift, or 
diminish their operations as they choose. The certificated carriers are 
required to serve all of their certificated points, and by law must give 
adequate service in interstate and overseas air transportation. In 
view of these very broad and unrestricted privileges of a group of 
noncertificated carriers which actually outnumber the certificated 

carriers, it is of utmost importance that the only significant restric- 

tion upon their operations—the restriction against excessive regular- 
ity and frequency—be observed in order that such carriers will carry 
out their function in the regulatory scheme. From 1938 to 1953 that 
function has been to supplement, ‘let me repeat again—not compete 
with—the services of the certificated carriers. 

Senator Turse. May I interrupt there, sir? 

Mr. Ryan. Certainly. 

Senator Ture. Flying over the same air routes? 

Mr. Ryan. Flying at times over the same routes, but generally 
flying anywhere and everywhere and performing the kind of service 
we thought the certificated carriers could not perform. 

Senator Turse. Would you say they are bringing into a designated 
certificated line a certain amount of air business, whether it be 
passenger or a certain type of freight? 
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Mr. Ryan. I am sorry, sir, but I do not believe I caught the im- 
port of that question. . 

Senator Ture. The thought is primarily this: Would they, in their 
course of flight, bring to the existing authorized company, either air 
passengers or freight? They would haul a distance where the sched- 
uled air routes did not cover and then eventually either the freight or 
the passenger would find themselves going on a regularly scheduled 
flight. 

Mr. Ryan. In other words, would they have the opportunity to feed 
into the certificated network ¢ 

Senator Taye. That is right. 

Mr. Ryan. Yes, they would. The same opportunities which the 
2,000 smal] irregular air carriers with which we have never had any 
problem have to feed into the airline network. 

Senator Ture. Do they bring into the scheduled airlines or do they 
fly over the same route that the scheduled is flying from point to point 
of some great distance? 

Mr. Ryan. I think those that we have had some controversy with are 
flying on the same routes which are flown by the certificated carriers 
and are competing with them. 

Senator Ture. That is the question that I was trying to clear up. 

Mr. Ryan. Not the feeder contribution. 

Senator Tryr. Were they flying from a designated point, we will 
say, from New York to London. Would they ever fly such a route? 

Mr. Ryan. I think they have flown in cargo service, certainly, but 
even the cargo service is pretty much of an irregular character on the 
international, but on the domestic routes they have. 

Senator Turn. Did they fly over routes from New York to Puerto 
Rico? 

Mr. Ryan. Yes, there have been a number of cargo flights. 

Senator Tuyp. A number of nonscheduled flights ? 

Mr. Ryan. That is right. 

Senator Tuyr. Flying almost the same identical route? 

Mr. Ryan. That is right. 

Senator Tory. And there is an existing scheduled flight that covers 
that route? 

Mr. Ryan. That is right. 

Senator Tuyr. And why would they fly in that route? 

Mr. Ryan. Pardon? 

Senator Tuyr. Why would they fly that route between New York 
and Puerto Rico? 

Mr. Ryan. I think, sir, they very naturally, when they assumed a 
large number of services, which some of them have, sought the seg- 
ments that had the richest traffic, and New York-Puerto Rico seemed 
to be one. New York-Los Angeles another. Chicago-Miami may be 
another. New York-Miami another. They picked the high-density 
traffic routes. When they have been in competition with the cer- 
tificated carriers they have been in competition with those carriers 
on those routes. 

Senator Hunt. May I ask a question ? 

Senator Tuyg. Yes. 

Senator Hunt. What percentage of the nonscheduled business is 
feeder-line business? Wouldn’t it be a very small percentage? 
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Mr. Ryan. It is exceedingly small for the class of large irregulars. 
As for the small irregulars, of which there are 2,000, and that is the 
same group which was referred to awhile ago as air-taxi operators, 
they have made a larger contribution. 

Senator Hunt. The main business of the “nonskeds” is from point 
of origin to point of destination ? 

Mr. Ryan. That is right. 

Senator Ture. Would the “nonskeds” give the type of service—or 
rather, I should ask, will the scheduled airlines give the type of service 
that the “nonskeds” are willing to give—the type of cargo transport 
and type of individual passenger service? I do know there were times 
when you were flying in just nonskilled labor, just bringing in what 
we refer to as the agricultural surplus labor, and they “have picked 
up in one flight this type of passenger and flown them across country 
to a designs ited point. That might be true in certain seasons of the 
year when that type of service was absolutely needed. Would the 
regularly scheduled airlines be able to accommodate and take care of 
that type of service? Those are question with which we are faced 
as Members of Congress. That is a complaint that we get. 

Mr. Ryan. I understand perfectly. It is a very reasonable ques- 
tion, Mr. Chairman. We have given the necessary authorization. 
You mention Puerto Rico to New York. 

Senator Tuyr. Yes, sir. 

Mr. Ryan. We have given the certificated carriers also the necessary 
authorization to take care of those services. Generally, they are 
considered to be contract or charter services, but they have very broad 
authorization from us to take care of that need. 

Mr. Barn. That is right. 

Mr. Ryan. The irregular carriers also have been operating in the 
same area, both of them. 

Senator Tuyr. Thank you for the reply and you may proceed. 

Mr. Ryan. It seems apparent that the committee’s belief that the 
Board is harassing the irregular carriers is based in large part upon 
its belief that the Board has pursued a strict and harsh enforcement 
policy against the irregular carriers. We submit that the record 
shows that the Board has followed a uniform and reasonable enforce- 
ment policy against all air carriers—scheduled and nonscheduled alike. 
During the fiscal year 1952, for example, 12 formal cases were insti- 
tuted against ce rtificated carriers, as ¢ ompared to only 4 against irreg- 
ular carriers, despite the fact that the irregulars outnumber the cer- 
tificated carriers. During the same period our Office of Enforcement 
opened 37 informal cases against the certificated carriers and only 32 
against the irregular carriers. For the first half of the present fiscal 
year there were 3 formal cases against each group and 15 informal 

cases against the certificated carriers, compared to 16 against the 
irregulars. 

One of the misconceptions concerning the Board’s enforcement 
program which has been fostered by a few of the irregular carriers 
is that the Board, by interpretation, has put into effect an increasingly 
stricter standard of irregularity as the years moved on. They have 
claimed that the standards applied now are more severe than those 
applied in 1938, 1946, or 1947. In view of the constant repetition 
of this charge, it is probably not surprising that this committee, in 
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its July 1951 report, apparently believed that where there was so 
much smoke there must be some fire. 

With the exception of the 38 and 8 regulation which never became 
effective—and which is now in suspension—— 

Senator Tuyr. Do you make an official announcement of a post- 
ponement or do you have it as a threat to a nonscheduled operator? 

Mr. Ryan. By formal order of the Board served upon the parties. 

Senator Ture. That you defer it? 

Mr. Ryan. That is right. 

Senator Ture. The Board has to act on the specific question at the 
time of a deferment ¢ 

Mr. Ryan. Yes. 

Senator Tuyr. But the order exists as a threat and the operator 
would never know when the Board might enforce it ? 

Mr. Ryan. No, sir. The order of stay would be a part of the same 
proceeding as the order which you refer to as a threat and would be 
served upon all interested parties, so there couldn’t be a situation 
which you describe. 

Senator Ture. Why do you issue an order or regulation and then 
defer it? 

Mr. Ryan. I thought you were referring to an enforcement case. 

Senator Ture. I am referring to the entire overall question. Why 
does the Board put out a regulation that it does not intend to enforce ¢ 
It isa threat, is 1t not ¢ 

Mr. Ryan. Mr. Chairman, the Board did intend to enforce that 
regulation. It is not true that the Board didn’t intend to enforce 
that regulation at the time the Board adopted the 3 and 8 regulation: 
lhe Board firmly intended to put it into effect at that time. That 
came right on the heels of the depression which had struck the air- 
line industry. The Board was very conscious of the need for care- 
fully screening against excessive competition and I think that fact 
together with the fact that the irregular group had felt and had re- 
peatedly stated that there was indefiniteness and vagueness in the 
Board’s regulation and had suggested to the Board on different. oc- 
casions that the Board express its will in terms of an actual numerical 
figure, which led the Board to the adoption of the 3 and 8 regula- 
tion. But that question is moot today because it has never been put 
into effect. 

Senator Ture. Thank you, sir. 

Mr. Ryan. The General Counsel reminds me that that whole issue 
is being gone into in the general investigation and, of course, the 
Board normally would not change this situation of suspense until it 
had determined the issue in the general investigation. 

With the exception of the 3 and 8 regulation which never became 
effective, the standards of irregularity that have been applied by 
the Board have remained unchanged from 1938 to the present time. 
Fortunately, it is no longer a question of the Board’s assertion against 
the contentions of those carriers that have advanced this claim; for 
during the past year the United States Circuit Court of Appeals has 
twice ruled on this contention, and in both cases decided it in favor of 
the Board. Nor can there be any doubt that the issue was squarely 
raised. The court of appeals has been of the view that the operating 
privileges of the irregular carriers cannot be amended restrictively 
without an evidentiary hearing. Since all of our actions which the 
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irregulars contended were restrictive amendments were regulations 
or interpretations adopted without evidentiary hearings, the Board’s 
orders would have been reversed by the court if the contentions of 
those who make this claim were valid. The Board’s orders were up- 
held. Thus if the Board has changed its standards of irregularity, the 
change has been so slight as to be undetectable either by the Board 
or by the courts. 

With the committee’s permission I would like next to consider some 
of the recommendations made by the committee in its report of July 
1951.? 

The committee recommended that the Board should “rescind its 
present regulation limiting “nonskeds” to 3 round-trip flights and 8 
round-trip flights.” 

The so-called 3 and 8 regulation was never made effective. The 
effective date of the regulation has been postponed by the Board 
from time to time and at the present time the effectiveness of the 
regulation has been stayed by the Board pending the conclusion of 
litigation concerning the validity of the regulation. Moreover, even 
if such litigation should terminate prior to the conclusion of the large 
irregular carrier investigation and the validity of the regulation were 
upheld, the Board would, in the absence of unusual circumstances not 
now known or foreseeable, further postpone the effectiveness of the 
regulation until completion of that proceeding. 

The committee recommended that the number of flights permitted 
to be operated by the irregular carriers between specific points should 
be raised to about 14 or 15 flights per month, on the ground that this 
would be a bare minimum to justify continued operations by most of 
the lines. 

In the large irregular carrier investigation to which I just made 
reference one of the issues is whether the volume of operations be- 
tween designated points shall be increased. Pending the completion 
of this proceeding and based on conditions up to the present time the 
Board has not found it in the public interest to increase the number 
of flights which may be operated by an irregular carrier between 
designated points. Our reasons for continuation of the existing stand- 
ards I want just briefly to explain. 

According to the committee’s report the recommendation to increase 
the permissible number of flights is based on testimony before the 
committee by the irregular carriers. In accepting this testimony the 
committee presumably has also accepted a basic assumption of those 
witnesses. In estimating that 14 or 15 flights per month between 
designated points represent an economic minimum, the witnesses must 
necessarily have assumed that operations would be confined to a single 
route. The fact is, however, that irregular carriers are now permitted, 
and indeed are encouraged and expected, to operate to many points. 
By doing so a single carrier could operate 30, 60, 90 or more flights 
per month, and no problem of economic minimums would exist. 

Thus it is clear that inherent in the proposals to increase the num- 
ber of flights to 14 or 15 is a proposal by the irregular carriers to 
abandon the field they were expected to occupy, and to enter instead 
upon new activities very similar to those of the certificated carriers. 
It is both natural and admirable that they should try to expand. 
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But the Board has a responsibility of its own, given to it by Con- 
gress, which it cannot escape. The Board must consider the public 
interest as a whole, and must develop and promote a sound air trans- 
portation industry and not merely a segment of that industry. Thus, 
although the Board may agree that expansion of these small-business 
enterprises would be good for them, the question which the Board 
must answer is whether it would be good for the public and the en- 
tire air transportation industry generally. While the answer may 
seem obvious to the irregular carriers, and that’s very natural, and to 
a committee whose purpose is to foster and protect small business, 
the Board’s answer must be reached in the light of the statutory 
standards of the act and after affording an opportunity to other in- 
terested parties to express their views. The large irregular carrier 
investigation is the means to those ends, 

Senator Ture. How many of the existing regulars now were the 
nonscheduled in the early history of their operation ? 

Mr. Ryan. Mr. Chairman, I can only think of two of them at the 
moment. One is the Aerovias Sud Americana, and I believe the other 
is Trans-Pacific. Then there are four all-cargo carriers in addition to 
that. 

Senator Ture. Isn’t it true that where an industry is pioneering 
oftentimes you hate to build up a nonscheduled operation before you 
have the public opinion and the customary use created to a point where 
they could use it and where it can come into being as a regular schedule ? 

Mr. Ryan. That is right. 

Senator Tuyr. My concern is not only that we protect the regular 
scheduled line but give opportunity to develop something when we 
are engaged in the pioneering stage. Fifteen years ago we were just 
trying to study how we could develop aviation. We did it legisla- 
tively, we did it administratively. Therefore, if we are in the pioneer- 
ing stage, we must not place undue curbs on undertakings that are 
trying to create something. The nonscheduled today might be in the 
creative stage and eventually will become a schedule if you permit it 
to develop itself. That is my concern. I am not trying to harass 
or trying to find somebody whom we want to attack. I want to get 
the facts here as to whether we have unwittingly stifled somebody from 
creating something. 

Mr. Ryan. Mr. Chairman, I have been a member of this Board since 
the hour of its creation 1414 years ago. I cannot remember a time 
when the Board was not fully wedded to the idea that you have just 
stressed. The Board had a specific statutory responsibility. The re- 
sponsibility is given under the Civil Aeronautics Act. The Board 
was to promote and foster American air transportation, but there was 
also the statutory provision with which that purpose had to be recon- 
ciled, and it provided that the promotion and the fostering should 
be consistent with and should be reconciled with the preservation of 
the economic integrity of the certificated airline industry upon the 
development of which Congress had spent so much money in the past. 

Mr. Chairman, may I call the committee’s attention to the condi- 
tions out of which this act came which we are sworn to administer ? 

Senator Tuyr. You may certainly do that, sir. 

Mr. Ryan. I do not know whether you were a member of thie Sen- 
ate at that time or not. 
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Senator Tnyr. I was not. 

Mr. Ryan. At the time we took over in 1938 the airline industry 
was in a state which was characterized by the committees of Congress 
as chaotic. There was no security for airline investment. Almost all 
of the airlines were either on the edge or moving toward bankruptcy 
when we were sworn in in 1939. If you will read the reports of the 
committees to the Congress recommending the bill which became the 
Civil Aeronautics Act of 1938, you will see the reasons why the Con- 
gress took the action it did in adopting this act. They looked out upon 
this industry, saw this chaotic economic condition, and they said it was 
due in large part to excessive competition. And that was true, because 
at that time anybody could start an airline who could collect a few 
= ines and personnel, and put that airline right in parallel compe- 

ition with an existing airline on which capits al and effort had been 
spent in order to establish it. There was no protection against such 
destructive competition on routes that could not support it. The result 
was a number of crashes that took place, one killing a United States 

nator, a man very much loved in the Senate at the time. That 
started an investigation. In the investigation they discovered that 
the safety in airline operation depended upon the carrier being in a 
sound economic condition; and when they recommended a bill to the 
Congress, they took those facts into consideration. I would like to 
read what the Senate committee in charge of the bill said for the 
record because it is pertinent to the basic issue we are dealing with 
this morning. 

Senator Tuyr. Of course, you will admit that we have accidents in 
the regularly scheduled carriers, too. 

Mr. Ryan. That is right, sir. 

Senator Tirye. No matter what we have endeavored we still have 
accidents. 

Mr. Ryan. That is right. 

Senator Tuyr. We do know that accidents are held at a minimum 
because of the splendid work of your Board. We know that. I will 
give you credit for that. 

Mr. Ryan. Last year the record was the all-time-high record of 
thirty-eight hundredths of 1 fatality for every 100 million passenger- 
miles flown. That was a better record than in any previous ye 
Now this is what the committee said in explaining why it wtitaed 
Congress to pass this bill which we think is on trial today, this law 
which we think is challenged by some of the proponents of unrestricted 
noncertified operations : 

Competition among air carriers is being carried to an extreme which tends 
to jeopardize the financial status of the air carriers and to jeopardize and render 
unsafe a transportation service appropriate to the needs of commerce and re- 
quired in the public interest, in the interest of the postal service and the national 
defense. 

How did they propose to remedy the situation? Through this act. 
This was to be ace omplished by restricting entry into the airline busi- 
ness. Congress said, in effect : 

This is a public utility. It is true that we are writing into this act a provision 
in which we lay down competition as a national policy, but it is to be competition 
to the extent necessary to build up a sound national transportation system 

Senator Ture. A concern of the Small Business Committee is to 
make certain that you do not step clear over to an extent that you 
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stifle the opportunity of anyone ever coming into existence. I com 
mend you for the splendid work that you have done. I commend 
the legislative members who conceived the legislation that was finally 
enacted, but we must check back to make certain that we do not do 
that which will stifle growth in the creation of a new corporation or 
1 new enterprise. 

Mr. Ryan. That is right. 

Senator Tiye. That is the only reason you are here. That is our 
only concern. 

Mr. Ryan. That is the concern of the Board in almost any case 
that comes before us. But the Board feels obligated under its oath 
of office to reconcile that purpose with the economic mandate of the 
Civil Aeronautics Act. That mandate is that the Board shall con- 
sider, as being in the public interest, the promotion of sound economic 
conditions in the industry. We have no differences, Mr. Chairman, 
with you or with this committee upon the question of the encourage- 
ment of small business. I would like to emphasize that. I do not 
know of a time when there was any prejudice in the Civil Aeronautics 
Board against small-business units. This Board, in its 144% years, 
[ think, has done an outstanding job in behalf of the small-business 
units in the airline industry. In the very early days it looked upon 
this industry and saw a disparity between the Big Four, the four 
largest air carriers, and the small group of air carriers which consti- 
tuted the remainder of the domestic group. Remember these routes 
and carriers were given to us on a platter by the Congress. They 
were already determined. We didn’t pick the carriers. We didn't 
pick the routes. They were the grandfather routes and certificates. 

Senator Trye. When we started out in 1930 actually in the com- 
mercial aviation field, we were practically at zero and then it just 
constantly grew. 

Mr. Ryan. That is right. 

Senator Trrz. But not many new companies have come into exist- 
ence in these recent years. 

Mr. Ryan. We have more than doubled the number of companies. 

Senator Tuyr. Doesn’t the record show there were 16 trunkline 
carriers in 1938? 

Mr. Ryan. That is right. 

Senator Trrrr. And at the present time there are 12 trunkline 
carriers in 1953? 

Mr. Ryan. Fourteen. But that is due to mergers which have been 
encouraged by the Board in the interest of the American taxpayers. 

Senator Toye. I would commend you for that and I wouldn’t stand 
in your way of such mergers. Nevertheless, we must go back and take 
a look because this world is large, yet it is shrinking because of the 
fastness of transportation. But we must make certain that as we 
proceed with this, a small unit may have the atmosphere in which it 
may grow, so that the big one may not in any sense monopolize and 
just absolutely destroy the atmosphere that would create a new one. 
That is the only concern that we are concerned with as a committee. 

Mr. Ryan. That is a wholesome purpose and I think the Board can 
be said to be wholly in agreement with that purpose. We are con- 
cerned with two things. We are concerned with the developmental 
purpose which you mentioned, the pioneering purpose, and we are also 
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concerned with the interests of the American taxpayer. We believe 
that to the extent that we would authorize excessive competition, 
whether it be in the interest of pioneering development or what not, 
to that extent we increase the burden upon the taxpayer, and we do 
not want the taxpayer to become the forgotten man in our decisions. 
That states it in a nutshell, Mr. Chairman. 

We have always taken the cepenaee to build up the small- 


business units in this industry. My colleague, Senator Lee, who has 
been with the Board longer than anybody else except myself—ever 
since January or February 1943, I think—could tell you of individual 
cases in which we have granted routes to smaller carriers in an effort 
to reduce the disparity between the large carrier group and the small 
carrier group. That has been a consistent policy of the Board. And 
these were small-business units, Mr. Chairman. If you look at some 
of those small-business units today you will find that they have grown 
under this policy into substantial airlines that at this time, are not 
drawing a dollar of subsidy; indeed most of them are not. I recall 
the fact also that we brought into existence 18 different authorizations 
for the establishment of local service carriers. They also are small- 
business enterprises. They are very much smaller than some of the 
larger irregular air carriers, and we have fostered that development. 

We fostered also the development of 2,000 small irregular air car- 
riers. There are 2,000 today. I have forgotten how many there were 
at that time in the beginning, but not as many as today. We gave 
them an exemption relieving them from the burdens of the economic 
provisions of this act. 

Now I cite these facts, Mr. Chairman, in order to disabuse the com- 
mittee’s mind, if there should be remaining any shred of doubt upon 
the subject, that this Board has not been prejudiced against small 
business. It has been subject to attack year after year from the 
certificated industry because of its policy of building up the small 
units. 

Senator Ture. And the only reason, Mr. Ryan, that we are review- 
ing the question here today is endeavoring to make certain that you 
are not unjustly attacked by the regulars, and at the same time that 
we are giving an opportunity to the nonscheduled that they may grow 
or come into the creation of a company that can be a regular scheduled 
company. We are just reviewing. 

Mr. Ryan. We appreciate that, Mr. Chairman, very much. 

Senator Tuyr. So you may now proceed with your regular state- 
ment, if you will, Mr. Ryan. 

Mr. Ryan. Yes, sir. 

In connection with this large irregular problem I should mention 
that although the Board has not Sremmeet the number of flights it 
will permit the large irregulars to operate between designated points, 
it has nevertheless made an important additional grant of authority 
in another area. As I have previously mentioned, the Board by order 
adopted in March of 1951 permitted the irregular carriers to engage 
in charter flights for the military on an unlimited basis. Operations 
under this order have been quite extensive, and it is estimated that 
these military contracts represent between 30 and 40 percent of the 
total revenues of all of the irregular carriers. Indeed, some of the 
irregular carriers have devoted most of their operations to. these 
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military charters. Thus the Board has in fact substantially enlarged 
the economic operating authority of the irregular carriers. As a re- 
sult of all of their operations the irregular carriers showed a profit be- 
fore taxes of $4,372,000 for the year ended June 30, 1951, and of $4,620,- 
0 for the year ended September 30, 1952. 

Now I come to the next recommendation to which I want to direct 
the committee’s attention—I mean, the recommendation of the com- 
nittee. 

The committee recommended in 1951 that the Board should issue 
, regulation which would establish a procedure for existing and new 
rregular carriers to file for permanent authority to operate an un- 
subsidized route-type coach service without regard to regularity, but 
limited as to the total allowable flights. The committee contemplated 
“that these carriers would operate on a far larger scale than the neg- 
ligible operations of the handful of ‘nonskeds’ to which the Board has 
thus far granted individual exemptions.” 

The Board believes that this recommendation of the committee was 
adopted in substance by the Board by the institution of the large ir- 
regular carrier investigation shortly after the committee’s report was 
issued. That proceeding includes applications for permanent or 
temporary authority (either by way of exemption or certificate of 
public convenience and necessity) filed by all large irregular carriers 
and irregular transport carriers and requesting authority to engage 
in air transportation which will be “in addition to and supplemental 
to services performed by the carriers holding certificates of public 
convenience and necessity.” 

The issues in that proceeding included, among others, the question 
of the temporary or permanent authorization of coach-type service 
ly the large irregular carriers and irregular-transport carriers, and 
was far greater in scope than those authorized in part 291—the present 
regulation—but which will also be limited in some manner, that is, 
by limitation on number of flights, fare, type of service, and so forth— 
which will also be limited in some manner to assure that it will be 
additional and supplemental to the presently certificated service, and 
not merely a duplication of the present certificated service. 

While the Board is unable to predict what its decision upon these 
issues will be, the Board not only has followed the committee’s sug- 
vestion that a procedure for the filing of such applications be estab- 
lished, but is actively processing such applications in the large irregu- 
lar carrier investigation. 

The committee has also suggested that— 
in selecting carriers, the Board should not consider the matter of past violations 
of section 292.1 (now pt. 291) which resulted from greater regularity or fre- 

quency than may have been considered allowable at that time. 

A similar suggestion or request was made by some of the parties to 
the large irregular carrier investigation. It was there moved that the 
Board direct the examiner to exclude from the proceeding any evi- 
dence with respect to violations prior to September 21, 1951, the date 
of the Board’s order instituting the investigation. In disposing of 
these motions the Board held as follows: 

Under the Board’s decisions in the past and under court decisions, evidence of 


violations of law or regulations by an applicant is relevant in a proceeding on an 
application for operating authority. Such evidence, when received, does not 
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necessarily set up a bar to grant of an application, but is to be weighed and 
considered by the regulatory agency in the light of all the circumstances, 

As we have indicated before, the Board has not granted any general amnesty 
under which all past offenses are completely forgiven and forgotten. However, 
the Board will not be prevented from reexamining the entire situation here under 
review by virtue of considering unfavorable as well as favorable evidence with 
respect to particular applicants. Evidence of past violations will be only one 
factor to be considered, and the receipt of such evidence will not require un- 
favorable action on an application. On the contrary, we will grant or deny the 
applications on the basis of all the facts before us. 

That is the end of the quote of the Board’s opinion. 

In considering the fitness and ability of an applicant for authority 
to engage in air transportation, the Board is of the opinion that it 
should take into consideration the applicant’s record of violations of 
law. Such evidence, however, is not a bar to the grant of authority. 
Obviously, the Board cannot at this time, prior to consideration of all 
of the evidence in the investigation, either predict or commit itself 
with respect to the weight to be given to evidence of violations in 
particular cases. 

With respect to Alaska, the committee recommended that the 
Board— 


should act promptly to relieve the hardships it is imposing on Alaska through 
its restriction of flights from the United States. 


The committee also stated that the Board— 


should recognize the special need for cargo transportation to Alaska and the 
lack of alternative forms of low-cost passenger service. 

Over a long period of time the Board has continued to devote atten- 
tion to the requirements for air transportation between Alaska anc 
the States. In 1946 the Board certificated an additional carrier to 
operate to and from Alaska, and as a result two major carriers (Pan 
American and Northwest) thereafter provided services to and from 
the Territory. 

Later, in 1951, at the conclusion of a proceeding in which the air- 
transportation needs of the Territory were reassessed, two Alaska air 
carriers were certificated to provide service (Pacific Northern and 
Alaska Airlines). Asa result services of four certificated air carriers 
have been provided to and from the Territory. These certifications 
have resulted in substantial increases in capacity offered to and from 
Alaska by the certificated carriers. 

For the 12 months ended September 30, 1952, the revenue load factor 
of the certificated carriers_was in the vicinity of 60 percent. It is 
anticipated that the capacity offered by these carriers will continue 
to expand in the future as traffic demands. For example, the addition 
in May 1953, of two DC-4 aircraft to the fleet of Pacific Northern 
should permit that carrier to increase available capacity out of Seattle 
by approximately 2,700 tons on an annual basis. ' 

In connection with the volume of service to Alaska, the committee 
may be interested to know that Alaska is receiving 40 round-trip 
schedules per week per 100,000 population, as compared to only 9 for 
Hawaii per 100,000 population, and 4 for Puerto Rico. These opera- 
tions to Alaska are supported by an annual payment of $4 million in 
subsidy which the Board has directed be paid in its mail rate orders. 

Senator Tuye. But your nonschedules are operating in the area 
without any subsidy. 
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Mr. Ryan. That is right. The nonscheduled carriers are not re 
ceiving any subsidy. ‘That is, airmail subsidy. 

Senator Tuy. ‘Chere has been considerable mail out of Alaska 
connection with that question. In fact, here is a file just from people 
in that area that has come to the committee. So you know there must 
he some concern on the part of the people residing in that area if they 
have been flooding the committee with as much correspondence as is 
tied up in this one open file here. 

Mr. Ryan. I can understand that, sir. We have almost had to put 
an addition to our library to take care of the communications which 
we have received from Alaska. 

Senator Tuyr. Can the regular scheduled airlines serve that area 
12 months out of the year without a greater amount of subsidy as a 
regular scheduled service? Can they service that area ‘ 

Mr. Ryan. We think they can. 

Senator Ture. As a regular scheduled operator ¢ 

Mr. Ryan. We think they can, but you are more interested in the 
facts than in what we think. I mean, than in opinion. 

Senator Ture. That is for certain. 

Mr. Ryan. We have here today Mr. Fitzgerald, cur representative 
from Alaska. He is probably better informed on the subject of the 
needs of Alaska in air transportation than anybody in Alaska or out- 
side of it. I am referring also to the States-Alaska air transporta- 
tion. Iam going to ask him to testify. We have him here this morn- 
ing for the purpose of giving you a factual statement about what the 
actual conditions are. 

Senator Tuyr. Do you wish to finish your statement? You do not 
have too many pages there, Mr. Ryan, and then we will hear from 
Mr. Fitzgerald. 

Mr. Ryan. Yes. Thank you, Mr. Chairman. 

In addition to the services provided by certificated carriers, the 
current authorization of approximately 60 large irregular and irregu- 
lar-transport carriers permit the operation of flights to and from the 
Territory. A recent survey indicates that only about 10 percent of 
these carriers are utilizing their authority to operate between Alaska 
and the States. As a consequence, there would appear to be sufficient 
carrier authorizations presently outstanding to permit meeting both 
the passenger and cargo air-transportation requirements of the Ter- 
ritory. 

The shortages in air-cargo transportation to and from Alaska, which 
have at times arisen in the past, appear to have resulted basically 
from inadequacies and stoppages in surface transportation. 

These shortages have arisen during periods of shipping strikes, 
when the air-transportation facilities were required to transport cargo 
which normally would move by surface means. During such periods 
the Board has obtained detailed reports and has kept in close touch 
with the backlog situation so as to be in a position to tak» any emer- 
gency remedial action that might be necessary, such as the issuance 
of special exemptions to certain carriers as was done durin? the course 
of the shipping strike that began in September of 1948. 

The inauguration during 1952 of barge services by Ocean Van Lines 
and Alaska Freight Lines operating to and from Alasks has had a 
substantial effect upon the movement of cargo to the Territorv. These 
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carriers utilize large sealed containers placed aboard ship, which con- 
tainers are tr ansported by rail or truck after reaching Alaska. The 
rate of 6 cents per pound published by these carriers is much lower 
than the average air-cargo rate of 17 cents per pound. Although the 
barge service has been in operation only a short time, its influence 
has already been felt in the reduction of pressure on the available 
air capacity. As a result, air-cargo facilities to and from Alaska 
have reached a point where space seems to be no longer a problem. 

The Board has recently initiated proceedings concerning changes in 
certificated carrier operations to and from Alaska. These proceed- 
ings are necessary because the certificates of most of the United States- 
Alaska carriers are temporary and will expire in December 1953. 
The public hearings in these cases will take into account current and 
prospective demands for transportation to the Territory. In acting 
upon the applications of both the certificated and the irregular car- 
riers which are contained in this proceeding, the Board will give full 
consideration to the needs of the Territory for adequate air-trans- 
portation services. 

I shall say no more on that, Mr. Chairman, but will rely on Mr. 
Fitzgerald to give you the factual statements on it. 

The committee also recommended the “immediate enactment of 
legislation to separate airline subsidies from compensation for the 
cost of carrying airmail.” 

Both since and before the committee’s report in July 1951, the Board 
has supported the enactment of separation legislation. In addition, 
the Board has completed an administrative ‘separation of mail pay 
and subsidy. The first administrative separation of subsidy from total 
mail payments for domestic air carriers was published by the Board 
in its report of September 28, 1951, and a second report, covering 
international, overseas, and territorial operations was released in July 
1952. Until legislation is enacted the Board will continue its program 
for the administrative identification of service mail pay and subsidy. 

The 1951 report of the committee also concluded that the Board 
should reexamine its approach to mass low-cost air transportation. 

Although great progress has been made in a number of areas toward 
the attainment of this objective of low-cost air transportation, the 
principal development has been in the air-coach field. The Board 
has attempted to promote the development by encouraging the widest 
vossible extension of high-density coach services; it is our belief that 
in all probability coach service will become the standard service of 
the Nation in the not-too-distant future. Since our last appearance 
here 2 years ago, coach services have made tremendous advances, and 
they now account for 17 percent of the total passenger miles flown by 
the domestic air carriers. 

When coach services were first introduced by the certified carriers 
about 5 years ago, the Board believed that authority to conduct un- 
limited coach operations should be withheld until economic data and 
experience based on actual operations would demonstrate their value. 
The experiment obviously held much promise for the future, but the 
Board felt it had a responsibility to move cautiously lest coach fares 
might have the effect of diverting traffic from first-class traffic to such 
an extent as to destroy the fare structure of the industry and thereby 
greatly increase the dependence of the carriers upon subsidy payments 
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at the expense of the taxpayers. The period of experimentation 
ended on December 6, 1951, when the Board issued a statement of its 
coach policy for the certificated domestic carriers—a policy which it 
has followed without significant change since that time. In that 
statement the Board said: 

It is the Board’s considered opinion that coach operations to date have con- 
clusively demonstrated their economic soundness and that the certificated domes- 
tic carriers should promptly and substantially expand their coach services using 
aircraft with high passenger-carrying capacity (high-density coach). Of par- 
ticular significance at this time of equipment shortage is that conversion of 
aircraft from the standard seating installations into coach configuration results 
in at least a 25-percent increase in capacity. 

It is apparent that the maximum development of civil aviation in the United 
States, as contemplated under the Civil Aeronautics Act, will not be realized until 
such time as air travel is placed within the economie reach of the great majority 
of the traveling public. High-density coach service offers a sound means of 
accomplishing this objective, improving the economic stability of the certificated 
domestic carriers and reducing the dependency of these carriers upon Federal 
subsidy. 

It is the Board’s firm opinion that the high-density coach service offers maxi- 
mum opportunity to the certificated domestic carriers to provide low-fare air 
transportation at a profit level as high as that which can be obtained from 
standard-fare operations using the same aircraft but with fewer seats and free- 
meal service. The substantial cost savings which are possible through the full 
exploitation of the carrying capacity of the modern four-engine aircraft types 
make possible substantial reductions in fares for coach services compared with 
first-class services. 

The initial development of coach service was necessarily limited to 
the long-haul high-density marketing. It is the Board’s objective, 
however, which is already being attained to a limited extent by the 
domestic carriers, to make coach service available to other principal 
communities as soon as this can be economically accomplished. 

As a result of the increases in coach services, 10 scheduled airlines 
are now operating daily air-coach schedules that serve 50 cities—— 

Senator Tuyr. That is in the United Stutes, is it not ? 

Mr. Ryan. That is right. The domestic field. 

Senator Tuyr. You do not have a service to offshore or Alaska, 
do you? 

Mr. Ryan. Yes. We have coach service across the Atlantic. 

Senator Tuyr. What about Alaska ? 

Mr. Ryan. We also have coach services to Alaska, yes, and to 
Puerto Rico; and more recently to Hawaii. 

Senator Tire. When was that put into effect ? 

Mr. Ryan. Mr. Chairman, I would like to ask Mr. Bain for the 
exact date. 

Mr. Barn. The coach to Alaska has been in several years, Senator. 
It is not a new development. The coach to Hawaii is a relatively new 
development initiated only last fall. 

Senator Tuyr. Likewise Puerto Rico. 

Mr. Barn. It was initiated in June 1951, and it is 2 years that it 
has been in now—roughly since the time that the Board put Eastern 
into Puerto Rico. 

‘Senator Tnyr. But the nonscheduleds will even fly a lower rate 
than your coach, will they not? 

Mr. Baty. In some instances, and in other instances they fly at the 
same rate as the scheduled carrier. To Alaska the passenger fare is 
lower for the nonscheduleds than the certificated carrier. 
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Senator Tuye. That is my understanding. In fact, the record 
shows it. 

Mr. Barn. It is $69 as against the scheduled carriers’ fare of $75. 

Mr. Verner. For coach. 

Mr. Bain. For coach. That’s right. 

Senator Tuyr. But the noneoach rates would be considerably 
higher. 

Mr. Barn. $105. 

Senator Tiryre. Yes, sir. 

Mr. Ryan. Asa result of the increases in coach services, 10 sched- 
tiled airlines are now operating daily air-coach schedules that serve 
50 cities, and accounted for 2,316 million revenue passenger miles in 
1952. Coach services were also extended in May 1952 to the trans- 
Atlantic services and 43 percent of all passengers over the North 
Atlantic were carried on the coach schedules. They began on the 
Ist day of last May. ‘Total traflic carried by all trans-Atlantic sched- 
wed carriers increased to 383,000 in 1952, an increase of 33 percent. 
Moreover, during this period of growth of the coach services by the 
certificated carriers the coach services of the irregular carriers have 
also continued to grow. Their reports to the Board show an increase 
from 770 million passenger miles in 1950 to 1,251 million in 1952. 

Senator Tuyr. What type of passengers are they, Mr. Ryan, 
military ¢ 

Mr. Ryan. Mr. Chairman, this figure which we have from the non- 
scheduled group—the larger irregulars—contains some of their mili- 
tary operations, in an indeterminate amount, so that we know some of 
their military operations are accounted for in that figure. 

Senator Tuyr. Is that due to Korea? J presume so. 

Mr. Ryan. Korea and all civil air operations which they have under 
contract with the military. 

Senator Ture. Could the regularly scheduled operators have ad- 
justed themselves to meet those crises that not only the European sit- 
uation compelled, but likewise the Korean situation ? 

Mr. Ryan. Well, Mr. Chairman, that is a pretty large question. 

Senator Ture. We are just searching. 

Mr. Ryan. All I would say is that taking the Korean affair as an 
example, they did not meet the entire dem: und, A part of the demand 
was met by the certificated airlines, and I am not certain of the num- 
ber, but I will ask for a check from Mr. Bain here, our economic chief. 
I think the United States airlines contributed 66 four-engine ships to 
the Korean airlift in the emergency. 

Mr. Barn. I am not sure of that. 

Senator Ture. But the nonscheduleds took about 50 percent of it in 
the first few months. 

Mr. Barn. That is right, sir. 

Senator Ture. That is why we must constantly keep our eye on 
the nonscheduleds, because of the fact that in an emergency you have 
so many excellent, qualified pilots and operators who, because of their 
war training, are able to enter right in. They will gamble everything 
for a few months by taking a plane which is available as surplus, and 
they have the ability to fly it, and they have the ability to chart a 
course. Their record is excellent for putting the men over there. 
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Mr: Ryan. We recognized that, Mr. Chairman, when we granted to 
the large irregular group the additional exemption which authorized 
them to do this work for the military under contract. 

Senator Tuyr. That is the only reason the committee is going into 
this question: To make certain that we do not governmentally put 
down such restrictions that we just simply will shackle ourselves as a 
Nation and shackle somebody who has the courage, and vision, and 
determination, to fill a vacuum when a vacuum occurs. That is the 

hole purpose of the irregulars or nonscheduleds. 

Mr. Ryan. And we gave them thit authority without restriction as 
to scheduled or nonscheduled operations. We gave them that au- 
thority and they have been prospering under it. 

Their reports to the Board show an increase from 770 million pas- 
senger miles in 1950 to 1,251 million in 1952, although such reports 
include some military contract operations in an indeterminate amount. 
hus of the total domestic-passenger miles flown in 1952 by both the 
scheduled and irregular carriers 17 percent were flown on the coach 
services of the scheduled carriers and roughly 9 percent by the irregu- 
lar carriers. 

Now, Mr. Chairman, that concludes my statement, and with the con- 
sent of the committee I would like to have Mr. Fitzgerald of our 
\laska office give vou the latest facts on Alaska. 

Senator Ture. There are legal proc edures against three larger non- 
scheduleds at the present time, aren’t there / 

Mr. Ryan. I believe there are about three pending. 

Mr. Nunnevey. There are four pending. 

Senator Tyr. And they are the largest of the nonscheduled op- 
erators ¢ ° 

Mr. Barn. That is not right. 

Mr. Nunnetey. Not necessarily. They are among the larger but 
they are not the largest, sir. 

Senator Ture. No, they are not the largest, but I mean they are 
among the largest of the nonscheduleds that have legal procedures 
against them at the present time. 

Mr. Nunnery. That is right. 

Senator Tuyr. Then, Mr. Fitzgerald may proceed. 

Senator Sparkman, we are glad you are he sre and sorry you couldn’t 
come earlier. 

Senator SparKMAN. Thank you, Mr. Chairman. I sent word to 
you I had to go to Banking and Currency. 

Senator Tyr. I know that you did, and that was our loss. 


STATEMENT OF JOSEPH H. FITZGERALD, DIRECTOR OF THE ALASKA 
OFFICE, CIVIL AERONAUTICS BOARD, ANCHORAGE, ALASKA 


Mr. Frrzeeratp. My name is Joseph H. Fitzgerald. I am director 
of the Alaska Office at Seward, Anchorage, Alaska. 

Now, Senator, I would like to say a few words first about the back- 
ground of air transportation in Alaska. I think it is a factor which 
is material here and is in many ways an interesting story. 

Before the war Alaska had about 78,000 people, of which half or 
approximately half were natives. It was dependent largely on the 
same sort of economy it had since about 1900—gold mining in the 
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summer, and there was salmon fishing, and in the winter there was 
trapping. There was no great development of transportation in 
Alaska between 1900 and the World War, except for two things: We 
did have a railroad put in between Seward, Anchorage, and Fair- 
banks, and we had the development of small air carriers within Alaska 
prior to the war. 

Senator Tye. Can you speak a little louder, please, Mr. Fitzgerald ¢ 
I notice that the audience back there are having a little difficulty hear- 
ing you. 

Mr. Frrzerravp. Certainly. 

They were very small, operating single-engine aircraft. The reason 
for that was we did not at that time have proper airfields in Alaska. 
The largest airfield in the entire Territory was at Fairbanks, which 
had a 2,000-foot dirt runway. 

During that period only one carrier, a large carrier, of what you 
would call an organized company, operated up there. It was a sub- 
sidiary of Pan American Airways, and pioneered a route between 
Anchorage and Nome, and finally Anchorage and Juneau. In 1939 
the Board extended it on down to Seattle. 

The great development in the air-transportation world came after 
the war because during the war we built an enormous system of air- 
fields for military purposes. Following the war there was a tre- 
mendous expansion and development of the Territory, largely for 
military needs. Under those situations the first basic problem was 
back in 1946, because that year we had the big boat strike, and what 
happened was that anyone who could get hold of an airplane and 
was a pilot—and there were many people as a result of the war who 
were—got into the business of transportation between Alaska and 
the United States. 

That was really the origin of our transportation system up there. 

In the same year the Board certificated Northwest, and to meet 
the growing demand of the traffic and also to meet what I think is a 
very fair criticism from the people of Alaska themselves that they 
wanted Alaskan carriers going to the States, Pacific Northern Air- 
lines and Alaska Airlines were certificated to perform additional 
service between Fairbanks and Anchorage and Seattle and Portland. 

I don’t mean to minimize at all the problems that have occurred 
in those years. They were very substantial problems, largely due 
to the tremendous growth and demand for traffic at all times; plus 
two other factors: We had recurrent boat strikes, and we also have 
a peak seasonal movement northbound in June, and sometimes ex- 
tending over into July of each year, which places an exceedingly 
heavy burden on the transportation system. 

Senator Tuyr. Could the scheduled adjust itself to that peak load 
if the scheduled was the only one operating? 

Mr. Frrzcrratp. If it were the only one operating the answer is 
“Yes.” It is “Yes” today. I won’t say what it would have been 
5 years ago, or 2 years ago. I think I have some figures here that 
are rather important along that line. 

The reason I say “Yes” is this: Basically during most of the year 
today we have no service problem in Alaska. There is this- kind of 
problem that the people of Fairbanks are asking to have pressurized 
equipment placed on that route, and I think that will be done very 
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shortly. But we do not have a lack of transportation to take the 
people in and out of Alaska, and a lack of transportation to carry 
the goods and perishables which they need. 

The problem that we basically face is where do we get the excess 
capacity to meet our peaks. We have wrestled very hard with that 
question and I have certainly given a great deal of thought to it. At 
one time that could be met by anyone moving into the picture—an 
irregular in some other part, and of course there are many of them 
today—they could come into Alaska and are perfectly free to do so, 
and are certificated. But because of the price structure it isn’t eco- 
nomically feasible for a man to get into the all-cargo service between 
Seattle and Anchorage, or Seattle and Fairbanks, to meet a peak 
demand, 

The history of the last 2 years when we have had crises demon- 
strates that the traffic was carried by the nonscheduleds and sched- 
uleds already in the business. The reason is this: The freight rates 
between Alaska and the United States are approximately the same 
as they are in the United States, but there is no back-haul. So if you 
take a few planeloads of cargo and go up to Alaska, and then come 
around empty, the only thing you can meet is your direct out-of-pocket 
costs of operating that flight. You cannot make any money or meet 
vour overhead. 

' Senator Tuy. The regular service could not be so elastic that they 
could lay over a day or two and pick up some freight on the return. 
Is that the question ? 

Mr. Frrzceratp. There is very little freight to pick up coming back. 
During the peak seasons our total capacity goes way up. The back 
movement during that period does not go up. 

Senator Ture. Is this a fair question: Could a man operating on 
a nonscheduled out on the Atlantic coast move over and make some 
flights during the peak load as a nonscheduled operator either out of 
Chicago, St. Paul, Minneapolis, or Seattle, to meet the needs of the 
peak into Alaska; and when the peak was over he could resume his 
flights in some other area ? 

Mr. Frrzerratp. That is correct. Meaning they have that au- 
thority. 

Senator Ture, And haven’t they done some of that ? 

Mr. Frrzceratp. They don’t now do that. 

Senator Tuyr. But haven’t they ? 

Mr. Frrzceraup. Yes. In the past, because the rates were higher 
and it made it profitable to do so. The point is the freight rate now 
is based on the fact that it is fill-in cargo the year round, and on a 
fill-in basis the cargo rates are quite satisfactory. But with a full 
cargo load a plane just does not make any more than direct operating 
costs. I think that is the reason why we have run into this problem 
and we have that problem, incidentally, right as of this moment be- 
cause of the suspension of services of Ocean Van Lines Barge Service 
into Alaska. Additional carriers have not moved into the picture, 
although scheduled carriers are carrying a record volume of traffic 
between Seattle and Anchorage. 

I believe one day last week Northwest carried the highest amount of 
cargo ever carried on 1 day. The combined tonnage of Pacific North- 
ern and Northwest Airlines in 1 day into Anchorage was 66,500 
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pounds, which is a tremendous amount considering that it is a town 
of less than 50,000 people. There was no backlog at that time as a 
result. 

I wish to stress in analyzing this problem that it has given me great 
concern, because I live in Alaska and I have my family there. The 
people who live in Anchorage are my friends. I go to the same clubs 
with the businessmen in town, and I know their problems. We are 
struggling with it and our problem, as we see it, is to get that ca- 
pacity. The problem I have specifically, on the Board, is to find some- 
one we can put our finger on who can perform it. That has always 
been my sole concern in this problem and that has been the thing I 
have emphasized again and again to the Board itself—that we must 
build into this structure in Alaska—and it is a factor in the forth- 
coming group case up there—that we have got to build into the sys- 
tem enough flexibility from large carriers so that they can move the 
equipment to meet our peak seasons and also to meet the demands of a 
sudden emergency, such as a boat strike, or, as we have today, the 
temporary suspension of the barge system into Alaska. 

Senator Taye. But it is true that your nonscheduled operator really 
pioneered that. In other words, he was doing it when no one else 
as a scheduled operator could possibly do it, because in the first place 
the scheduled operator didn’t have the equipment to meet the peak 
load; and, secondly, there were some hazards in expanding his fleet 
to meet that. Therefore the nonscheduled actually came into being 
and pioneered it, and now is fighting for his survival. Am I right 
in that ? 

Mr. Frrzcrraup. No, sir. I wouldn’t agree to putting it quite that 
way, if I may. 

Senator Tre. All right. You can disagree with me. We are 
searching for facts. W e are not having you here for the purpose of 
endeavoring to embarrass you. We are just searching for facts here. 

Mr. Frrzceravp. I recognize that, sir, and I also wish to stress that 
[ personally am not prejudiced one way or another between carriers, 
scheduled or nonscheduled. 

Senator Tuyr. But I thought it was the nonscheduleds that started 
the first bush-hopping in that area, and from the bush-hopping stage 
he got into the more dignified operation or operating bigger equip 
ment, and he really pioneered it up in that country; did he not? 

Mr. Frrzceratp. The people who pioneered within Alaska were the 
small pilots, “7 they have made what are the airlines today. In 
other words, in Alaska we have about 105 pilot owners, who are small 
single-plane peta non In Alaska we had really gotten the impetus 
in the boat strike in 1946. Alaska Airlines, which was then a certif- 
icated carrier in Alaska, was the largest nonscheduled operator be- 
tween Seattle and Anchorage at that time. Many other people whom 
[ know also got into it. There were surplus DC-—3’s at that time and 
they would buy them and fly down and carry cargo back. Most of the 
people got squeezed out in the competition which resulted and the 
thing that happened to most of them was that the nonscheduled ear- 
riers came in from the States with C-46 equipment. I think that is 
the thing that really finally got the total number of nonscheduled 
carriers down to a very small group. It is just economically impos- 

sible for a DC-3 to compete with a C-46 on a route such as that. 
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As a result, I think the point is that the nonscheduleds have had a 
very important part in the development of it. The original nonse ‘hed- 
uleds are largely out of that picture today. The ones who are in there 
are people with a better organization and better equipment, and who 
have been able to survive in the very rough struggle, which includes 

Il nonscheduleds during those years. 

Senator Tuyr. And they have a relatively good record, that is, those 
nonscheduleds that did operate? They had a relatively good record, 
and free of accidents ? 

Mr. FrrzGerap. ara i ive operated relatively free of accidents. 

Senator Tuyr. Yes, s 

Senator Sparkman, you were the chairman of this committee in the 
previous years -_ therefore, you have been closer to this question 

han any one of 1 

Senator aidan MAN. I am sorry that I was not here to hear the full 
statement. 

Senator Tuyr. Mr. Ryan, the chairman, gave an excellent state 
ment. 

Senator SparKMAN. Yes. I have just been handed a memorandum 
dated September 16, 1948, which I understand was introduced and 
placed on the press table here today. Mr. Ryan, are you familiar with 

his memorandum of September 16, 1948 ? 

Mr. Ryan. No; I am not. 

Senator SparRKMAN. Signed by Mr. Goodkind. 

Mr. Ryan. I am not, Senator. 

Senator SPARKMAN. It is marked: 

To: The Board. 
From: Chief, Bureau of Economic Regulations. 

Mr. Ryan. L may have seen it at the time, but I don’t recall it. 

Senator SpaRKMAN. You do not recognize it by that? 
comment here that Mr. Henderson tells me has been 
press table saying— 


I just see a 
placed on the 


The attached memorandum was prepared in 1948 by the Chief of the Civil 
\eronautics Board’s Bureau of Economic Regulations, Louis W. Goodkind. It 
was subsequently followed by the CAB as a master plan to eliminate the Nation’s 
ndependent airlines by bureaucratic edict. 


This is not my statement, but I am reading what was placed before 
me. 


It is interesting to note that Goodkind was selected to set up the CAB’s large 
irregular air-carrier investigation which was launched in September 1951, osten 
sibly to determine the need for independent airline services. At that time 
Goodkind was Assistant Director of the Bureau of Air Operations. Under normal 

AB procedure the Bureau counsel would have been placed in charge of setting 
up the investigation. 

Goodkind is now employed in the State Department. 


The memorandum was introduced in a hearing before a Senate Small Business 


Has this been introduced to the subcommittee ? 
Senator Trysr. No; it has not. 
Senator SPARKMAN. I suppose what it refers to is that it has been 


placed before the press. Of course, Mr. Ryan, my position on this 


is pretty well known by the Board and by the committee. [ have 


always tried to make it clear that I was not interested in individual 


arriers at all. I have felt that there was a great asset here that 
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ought to be utilized in the irregular carriers generally. I have just 
enjoyed the remarks regarding Alaska. It seems to me this is a tre- 
mendous asset to the economy of Alaska and certainly until some 
substitute can be found—and I gather from your statement you 
haven’t found it yet, or that was the import of it, wasn’t it? 

Mr. Frrzceravp. Sir, I feel strongly that the problem we have of 
service in Alaska will be substantially the same, whether or not we 
have any particular group of scheduled or nonscheduled carriers in the 
picture. Our problem is one of meeting this problem of peak de- 
mands. We have had that even though we have had both scheduled 
and nonscheduled carriers operating at the same time into Alaska. 
From my own standpoint that is what I have been trying to solve— 
how to augment our existing capacity in a way so that when these 
boat strikes occur and when these things occur such as we have now, 
that the capacity will be available and will meet the need. 

Senator SparkMAN. One thing I noticed in this memorandum pre- 
pared by Mr. Goodkind was that he pointed out those particular—let 
us see what he calls it—“troublesome areas.” He particularly men- 
tions United States San Juan and United States Alaska. Iam a little 
disturbed, I will say frankly, by some of the things I find in this 
memorandum, if this has been, as given in that statement, a charter or 
a chart that the Board has followed. I would like to quote a para- 


» 


graph from it on page 3, which reads as follows: 
* * * the staff is therefore generally agreed as to the desirahility of finding 
means of bringing this phase of air transportation— 
and that refers, I may say, to large regular carriers— 
under more positive control within the near future. 
Then comes this significant statement : 


It is believed this could be effected by keying the duration of their authority, 
i. e., letters of registration, to Board action on either (1) the carriers’ pending 
certificate applications under 401; or (2) their pending application for special 
exemption under 416. Depending on which procedure was adopted, the appro- 
priate application could be required to be filed within specified time limits. 
Hither procedure has the advantage of affording a means for ultimately termi- 
nating the operations of this group of carriers. 

I do not know what action was taken by the Board on this particular 
memorandum that was submitted to it, but it just seems to me that 
there is something wrong with the policy that sets out with the definite 
purpose of eliminating a very important part of our transportation 
rather than trying to work out a plan that would bring it in and make 
it a part of a great transportation system. That is the thing that I 
have never been able to reconcile with the Board’s attitude. 

Mr. Ryan. Mr. Chairman, I haven’t read the memorandum. I may 
have read it at the time. 

Senator Ture. If any of your staff are familiar with it they are at 
liberty to speak on it. 

Mr. Ryan. Mr. Bain read it this morning and he tells me he would 
like to address his remarks to it. 

Senator Tuyr. Mr. Ryan, he may have the liberty of proceeding. 

Mr. Barn. Senator, I think although I was not with the Board at the 
time this memorandum was written, I think that in brief, if I may, I 
would like to answer one question that was implied in the transmittal 
note on the statement as to why Mr. Goodkind—— 
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Senator SparkMan. I hope you understand I was simply reading. 
I _ not take credit for it. 

. Bary. But the responsibility for placing Mr. Goodkind in 

arge of our present Omnibus case is clearly mine. I can outline to + 
vou the basis for that decision. During the last several years, and 

ertainly since I have been with the Board, that is, since 1951—— 

Senator Tuyr. What is your capacity with ‘the Board ¢ 

Mr. Barn. Director of the Bureau of Air Operations, 

When I first came with the Board I found, as the Board well knew, 

tremendous backlog of cases, route cases and air-mail cases. 

Senator Tuyr. That is one of the complaints that has been lodged 
vith me at various times over the years, that is, the backlog. 

Mr. Baty. That is right, and there has been every justification for 
omplaint from the standpoint of those people who have to wait. 
From the standpoint of the Board it is a job of having the staff to 
process the applications expeditiously. During the last 2 years the 
Board has made tremendous headway in eliminating the backlog. 

Most of the carriers are on final rates and before this year is out I 
think I can say with complete assurance that the mail-rate situation 
will bein hand. There are still a large number of route applications 
before the Board, all of them involving major cases. 

Senator Turn. May I ask this question. It is personal in nature 
and you will forgive me for it 

Mr. Barn. Yes, sir. 

Senator Ture. What was your background or what were your qual- 
ifications for the job? What had you done before you joined the 
Board ¢ 

Mr. Barn. I had been in the government in all my career. I started 
out as an interne in government with Los Angeles County which, as 
you know, is probab ly the largest county in the world. In that posi- 
tion I spent a year reviewing the operations of the various departments 
is a research technician. I was thereafter assigned to the county 
manager as one of his assistants. Following that I was city manager 

f Alhambra, Calif. During the war years I worked with the Bureau 
of the Budget and had an office in the Pentagon working with the 
Army, and largely with the Department of Ordnance and in the Army 
supply program. I conducted individual surveys into the operations 
of the Navy and specific operational units of the Army at that time. 

Senator Ture. In the aviation branch? 

Mr. Bary. No,sir. Largely in Army Ordnance, although I did get 
ever into Air Force supplies. 

Senator Trryr. I was wondering whether or not you had any specitic 
training in the field of transportation and in the overall pattern of 
transportation the Nation over. 

Mr. Barn. If I may finish? 

Senator Tuyr. Excuse me. 

Mr. Barn. At the end of that period, in 1946, I went with the Civil 
Aeronautics Administration as executive officer of the sixth region in 
Los Angeles, which, incidentally, is the home of most of the. larger 
irregulars, or a large proportion of them. In that position I became 

very intimately acquainted with the position of the larger irregulars, 
and most of them were tr ansportation carriers in 1951 w hen, as I noted. 
[ came with the Board. 
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With respect to the problem of assigning Mr. Goodkind, at the time 
the Board set the Omnibus case down it was very evident from its 
requirements that the very best individual on my staff should be 
assigned to the case; and the best, in my opinion, and the only one 
available in terms of the work already assigned to the Bureau, was 
Mr. Goodkind. It was with extreme reluctance that I took my own 
deputy away from his operating task, because I had to assume that, 
and put him into this case; but I did so with the full knowledge of the 
backlog it would entail, but also with the full knowledge that Mr. 
Goodkind in my opinion was the most capable man in the Bureau. 

I can say with complete assurance, because I have discussed it with 
Mr. Goodkind a number of times, that he did not know the answer to 
the irregular problem. Nor, in my opinion, did he have a precon- 
ceived answer. If I thought he had a preconceived answer I would 
never have assigned him. 

Senator Ture. What was his background ? 

Mr. Barn. He had been with the Board for a long time. He had 
served as deputy to at least three directors of what is now known as the 
Bureau of Air Operations. He was an attorney basically, but he had 
served in the Board’s Economic Regulations Bureau, as it was called 
at that time. He had a comprehensive knowledge of air transporta- 
tion in all its phases, and I am sure he is a very capable individual. 
Since that time he has been replaced as counsel in the Omnibus case by 
a Mr. Ronnie Cohen, assisted by another attorney. 

One of the first contentious items that came out of the case was the 
request that the Bureau of Operations should take a position with re- 
spect to the irregulars. My instructions to the staff were that we would 
take no position at all in the Omnibus case until we had listened to 
all the facts, because it is our hope we can get out of the Omnibus 
case a true definition where these carriers can best fit into the air 
euaeeed tan picture. I felt any attempt on our part, in the Bureau, 
to take a position before it heard the facts, would be completely 
unwarranted. 

May I make a further comment ? 

, Senator Ture. You certainly may. We are just searching for 
acts. 

Mr. Barn. I understand you are and I certainly appreciate your 
approach. 

We have this problem in the Board, and the Board has this prob- 
lem from the beginning. It is not a problem of what to do with the 
irregulars or the certificated carriers. The problem that the Board 
has is simply this: What will constitute the best air-transportation 
system for the United States? It is not a question of who will profit 
or how they will profit. Necessarily the Board ultimately becomes 
interested in those things, but the basic question is, How do you build 
the best air-transportation system ¢ 

Senator Ture. And that is the purpose of the review here this 
morning. 

Mr. Bary. That is right, sir. The Board since 1938, I think, has 
one about the job conscientiously of trying to do at least 4 things. 
he Board has done so deliberately. The Board has not yet achieved 

all of those objectives, but I think it has made outstanding progress. 
The objectives are briefly this: To bring air-transportation service 
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to the greatest number of communities it is possible to serve with 
this kind of transportation. At the present time 561 such communi- 
ties receive air transportation. 

The second objective is to eliminate the subsidization as far as it 
is possible. The Board made outstanding progress in that. Over 
90 percent of the passenger-miles that are flown domestically now are 
flown by nonsubsidized carriers. 

Senator Ture. That is a commendable achievement of not only the 
regularly scheduled operators, but the achievement of the Board. 

Mr. Bam. Yes. sir. 

The third is to make certain that in carrying out its responsibilities 
the Board allows the industry to acquire the best possible aircraft; in 
other words, it is perfectly possible for a regulatory agency such as 
the Board to use a shortsighted policy, which will restrict the ability 
of the major airlines to acquire the latest possible equipment. That 
can be done easily by increasing competitive forces, and it can be done 
in other ways. The Board has consistently tried to encourage the 
scheduled industry to go out and buy the best equipment, all factors 
being considered. The industry today is the best equipped in the 
world, and I think that the United States can be quite proud of the 
fact that, speaking only of the scheduled industry, that its fare level 
is roughly 6 cents a mile. The coach transcontinental, north and 
south, is roughly 3.9 cents a mile by the scheduled industry. Contrast 
that with Europe, where your first-class transportation is 11 cents. 

Senator Ture. What is the record of the nonscheduleds? 

Mr. Bain, I called up this morning to find out what their transcon- 
tinental coach fare was. I think I ought to make clear the nonsched- 
uled carriers file a number of tariffs with the Board and they range all 
the way from $66 to $117 for transcontinental service. 

Senator Ture. What would that figure amount to in comparison 
with the scheduleds ? 

Mr. Barn. Sixty-six dollars would be roughly 3 cents, and $117 
would be roughly 414 cents, I believe. 

Senator Ture. In comparison with what? 

Mr. Baty. With the 6 cents of the scheduled carriers on first class, 
and 3.9 cents on the coach. The actual fare from Washington to Los 
Angeles today, I believe, is $98 for the scheduled carriers. 

I called or had the staff call a couple of the irregulars to find out 
what their quoted fare was currently, and it was $99.53. 

Senator Ture. And that is how much a mile? 

Mr. Barn. Roughly 4 cents a mile. Roughly between 3.9 and 4 
cents a mile. So that the actual fares being quoted today, though you 
can’t speak with assurance as to the tariffs because they do vary be- 
tween $66 and $117, are roughly comparable. 

The fourth objective, if I may resume—— 

Senator Turn. Of course, the nonscheduleds cannot operate out of 
Washington, but the nonscheduleds would have to send passengers 
from Washington to New York to get on the nonscheduled. 

Mr. Bary. No, sir. The nonscheduled carrier can operate out of any 
city in the United States. It simply has to reduce the regularity and 
the frequency, and I think that may be one of the basic misunder- 
standings there, sir. But if I can finish the statement of the four 
basic objectives of the Board —— 

Senator Ture. You may. 
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Senator Sparkman. Of course, Mr. Chairman, I want to hear that, 
but Iam afraid I am getting pretty far away from the point I wanted 
to make about this. I am afraid we are about to lose the point I 
started on. 

Mr. Bary. I was planning to come back to your point. 

Senator Sparkman. All right. Go ahead. 

Senator Tuyr. You are at liberty, Senator Sparkman, to ask a 
question at any point you wish. 

Mr. Barn. Maybe I am belaboring the point about this problem, but 
this problem is not one that you can get an answer to by one direct 
question. I was trying to point out the basic problem which the Board 
faces and how to solve it. The fourth problem is how to reduce fares. 

It is a mandate wnder the act to reduce fares as low as feasible and 
retain sound economic conditions in the industry. In recent years it 
has, with the cooperation of the carriers, reduced fares. I think the 
3.9-cent fare across the country is a remarkable achievement. I am not 
at all convinced that is the lowest that coach fares will go for the 
scheduled industry, but it represents a very striking amount of prog- 
ress today. 

The Board has also certificated—you asked a question before, Sen- 
ator, about the feeding of large irregulars to the scheduled airlines. 
The large irregulars do not feed traffic at all to the scheduled airlines. 
As a rule, most large irregulars fly over the same high density routes 
that the scheduled airlines fly over. They confine their operations to 
those routes for the simple reason that those are the most profitable 
routes. 

The two-thousand-odd taxi operators Mr. Ryan referred to are 
feeders in the true sense. But in addition, and in order to get serv- 
ice to the smaller communities of the country, the Board initiated the 
so-called local service carriers. 

There were originally about 18 or 19 of those carriers, and there are 
15 today. Those carriers are the true feeders. They not only pro- 
vide service to smaller communities, but they do feed the trunklines. 
In other words, they are a secondary transportation system in the 
United States, and they do provide this essential service you spoke of 
of going to the smaller communities on a scheduled basis and feeding 
traffic to the trunklines. 

As a rule, the large irregulars are not at all interested in serving a 
small community. The taxi operator is interested in serving a small 
community. 

Ther. the question fundamentally—I think finally getting around to 
the question that Senator Sparkman asked—is simply this: What is 
the place of the large irregular? The Board has rephrased that ques- 
tion and said: “What should constitute the basic air-transportation 
system of the United States? Are there any gaps in that transpor- 
tation system today?” 

From the Board’s standpoint there is a gap, but the basic services 
are provided. There is first-class service to 561 cities. There is 
coach service, which is rapidly expanding, and it is now furnished to 
48 cities. Coach service will expand as long as the scheduled carriers 
are able to use modern aircraft and perform an efficient and profitable 
service on their high-density routes and take a lower profit or break 
even on the lower-density routes serving the smaller and thus bal- 
ancing the higher-profit routes with the loss or unprofitable routes. 
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If the Board acceded to a very popular demand that the irregular 
carriers be given the operating authority for 15, or perhaps 20, regular 
flights between the high-density points, that would probably have 
been the easiest out for the Board to take, It has terrific popular 
appeal. It is the small man against the industry. But as a stafiman, 
and not having the responsibility of the Board for making decisions, 
I have been exceedingly proud of the Board’s decision that their 
first requirement was to provide a sound air-transportation system, 
and not to wreck that system through unlimited competition of irregu- 
lar carriers, or any other carriers, over highly competitive routes. 

The same effect could be achieved by putting 10 carriers into Los 
Angeles and New York, but the place of the large irregular is still 
the basic problem. The Board has not been able to solve that prob- 
lem completely. It is my firm conviction and hope, and as a staff- 
man—and this is not a Board position—it is my firm conviction there 
sa place for the large irregular providing supplementary or contract 
services. 

I am also under the personal conviction that if the large irregulars 
find a place, that they must be protected in that place just as much 
is the scheduled carriers are protected in their place. 

But the solution to the air-transportation problem of the United 
States is not, in my opinion, or in the Board’s opinion, at this stage 
to establish excessive competition on the key routes of the country, to 
the detriment of the certificated industry. This certificated industry 
has made tremendous contributions to the United States in time of 
stress, In the last war, and it is in the best position of its history to 
provide the transportation that will be needed in the event of another 
national emergency. ‘The industry largely converted to the most 
modern types of aircraft. Their investment is well over $400 million 

ircraft, which is not an insignificant asset. 

Senator Turn. Senator Sparkman. 

Senator SparkMaN. Mr. Chairman, I know many of these points 

ve already been covered in talks with the Board, in previous hear- 
ings before this committee, and in our committee reports. We dealt 

hen, as I recall it, with the question of competition. 1 think we also 

dealt pretty well with the question of the establishment of this coach 
service, and how it was really brought about by the competition of the 
irregulars. Here is the point I want to make, Mr. Chairman. 

If this memorandum is an official memorandum of the Board and is 
being followed, it seems to me the irregulars certainly had two strikes 
against them when this case started by having Mr. Goodkind put in 
charge of it, provided these statements in this memorandum represent 
his thinking. I want to read 2 or 3 of these statements for the 
record. 

He says: 

Either procedure has the advantage of affording a means for ultimately 
terminating the operations of this group of carriers. 

_ He wasn’t trying to absorb, but starting out on a mission of term- 
inating. 

Then later on he says: 

It is conceded that there are certain limited and special services which can 
be conducted by large aircraft on a truly nonscheduled, irregular basis. These 
are the true fixed base operations such as conducted by Paul Mantz in carrying 
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movie crews to and from location. It is believed unwise, however, to keep the 
door open to such few operators and thus provided entry for a host of unde- 
sirables. 

A second reason in favor of either proposal is that it should not lay the 
Board open to criticism of stamping out, without due process, these carriers 
which they have permitted to come into being * * * accordingly, termination 
of such carriers’ letters of registration would appear a natural and fair 
conclusion. 

On page 5 he says: 


Third, either method gives the Board a good measure of control over the life 
of the carriers, in that it can delay or hasten action on the pending application 
as it deems necessary. 

And soon. It continues all through. On page 7 he says: 

If the amendment of August 6 is to be made completely effective it would 
seem necessary to amend the reclassification paragraph to suspend reclassifica- 
tions of small carriers to large. The staff is of the opinion this could and should 
be done immediately without prior circulation for comment. 

I have just read a few. I have never seen this until a few minutes 
ago. But, as it happened, whoever put it out did underscore certain 
parts which made it easier to bring out those particular points. 

It seems to me that Mr. Goodkind—and apparently he was speak- 
ing for the staff—did go into the matter with a mind that was made 
up. In other words, that it would be a good thing to get rid of 
them as quietly and as easily as possible, to prevent criticism of the 
Board, and in some instances take their action without prior circula- 
tion in order to avoid comment. 

Mr. Barn. Senator, may I make one comment ? 

Senator Sparkman. Yes. 

Mr. Barn. You seem to have left out a key paragraph that Mr. 
Goodkind said. 

Senator SparkMan. I may have. Where is it? 

Mr. Barn. Page 4, the last sabe on that page I think really 
does in a nutshell state the purpose of this memorandum. 

Senator Sparkman. Beginning with, “In order to meet?” 

Mr. Barn. No, sir. “A second reason in favor of either proposal.” 

Senator Sparkman. This is on page 4? 

Mr. Barn. Yes. 

Senator SPaARKMAN. You may have a different one. 

Mr. Barn. Yes, sir. I guess I have a different typed memorandum. 
It may be that was left out of there. Here is the paragraph. 

Senator SparkMan. Yes. I read that. [Reading:] 

A second reason in favor of either proposal is that it should not lay the Board 
open to criticism of stamping out, without due process, these carriers which 
they have permitted to come into being. 

Mr. Barn. Will you finish reading that, sir? 

Senator SparkMAN. Yes. [Reading:] 

If, after consideration of either a 401 or a 416 application, the Board deter- 
mines that it cannot make the statutory findings to permit authorization of 
the proposed service, it is difficult to see how the carrier or the public at large 
could expect the Board to perpetuate the service; accordingly, termination of 
such carriers’ letters of registration would appear a natural and fair con- 
clusion. If, on the other hand, some of the carriers are providing a needed 
public service they should be certificated, or exempted from the requirement 
of a certificate, and the experience which they have gained in performing 


their past operations would be of tremendous benefit to them in carrying on 
under their new authority. 
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Of course, we came to the conclusion in our previous hearings that un- 
der the frequency that had been set up it was virtually impossible—it 
was impossible—I think even the Board members admitted it was im- 
possible for the large carriers to operate. So the whole thing seems 
io me—and I say this in all frankness—lI think it is fair criticism, and 
criticism I have offered many times to Mr, Ryan and other members 
of the Board—it seems to me that instead of trying to work hard—and 
| hope your omnibus case will be that effort as you have outlined it— 
(o bring them in and absorb them in some way, the procedure that has 
been followed has been one of strangulation. 

Mr. Bain. Sir, as a matter of fact I can read to you the operating 
profits of each of these irregular carriers for 1951 and 1952. Some of 
these irregular carriers are making very high profits; others are losing 
money. 

Senator SparkMaAN. But is anyone of them—and I don’t know and 
am just asking right out—is anyone of them conforming to the fre- 
quency rate of flights? 

Mr. Barn. Yes, sir. We think there are only about 12 of them 
which are not actually abiding by the spirit of the Board’s regulation. 
Others may from time to time go over the margin but the Board is not 
concerned with those but, rather, the willful and flagrant violators. 

Senator SparKMAN. Of course, that again has always been a point 
I have not been fully satisfied with. That is, you set up a regulation 
and then you say you are going to punish the willful and flagrant 
violator. Who knows what is willful and flagrant? If you say 12 
flights, then if he makes 14, is that willful and flagrant, or does 16 make 
him that? I have never been able to determine at what point it ceases 
to be all right and becomes forbidden. 

Mr. Barn. I think the court cases that Mr. Nunneley could cover 
for you are pretty clear on that point. The courts seem to agree that 
the Board has been fair in enforcing the regulation that the Board has. 

Senator SparKMAN,. If the Board makes a regulation of 12 flights— 
and let us arbitrarily accept that figure—and the regulation is properly 
made, then I suppose if the Board penalized a carrier for making 13 
flights the court would hold the same thing. If the regulation says 
12, and anything over that is wrong, I suppose the court would hold 
it is all right. 

Senator Ture. I believe Mr. Ryan, the Chairman of the Board, 
would desire to make some comment on that point. 

Mr. Ryan. Mr. Chairman, Senator Sparkman has repeated a state- 
ment which, as he points out, has been the subject of continuous contro- 
versy and it involves the question of the interpretation of our regula- 
tion and its application. Mr. Nunneley is the member of our staff 
who has had charge of all this litigation from the beginning and 
I am going to ask that he be given the opportunity to make a state- 
ment appropriate to the point which Senator Sparkman made, so as to 
clear up the matter. 

Senator Ture. Then Mr. Nunneley may proceed if that is your 
desire, Mr. Chairman. 

Mr. Ryan. That is right. Mr. Nunneley is our general counsel. 

Senator Ture. Proceed, Mr. Nunneley. 
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STATEMENT OF EMORY T. NUNNELEY, JR., GENERAL COUNSEL, 
CIVIL AERONAUTICS BOARD, WASHINGTON, D. C. 


Mr. Nunnerey. Mr. Chairman, I think that we reviewed our regu- 
lations when we were before the committee previously and, therefore, 
at this time I will not undertake to try to review them in detail. At 
the outset I might point out we have said that the irregulars could 
not engage in the regular or reasonably regular service. In 1947 we 
amplified that to make it clearer. Actually, in 1946, the Board issued 
its opinion in the investigation of nonscheduled services (6 CAB 1049) 
and in two enforcement cases in which it amplified that standard 
(6 CAB 1061, 1071). Then, in 1947, when the Board revised the 
regulation substantially, and first instituted the procedure which in- 
volved the issuance of letters of registration, the Board again explained 
its meaning and what it meant by regularity and frequency of service 
which was not permitted by the regulations. 

In that regulation or, rather, in the explanatory statement accom- 
panying that regulation, the Board did make clear within reasonable 
and proper limits the kind of regularity which was prescribed and 
the extent of operations which would be permitted. I would like to 
read, if I may, because I think it is the best summary of the regulations, 
a part of an opinion of the Court of Appeals for the Second Circuit. 

Senator Sparkman. Off the record. 

(Discussion off the record.) 

Mr. Nunnevey. The court’s opinion indicates certain maximum 
limits of regularity which that court found were perfectly clearly 
stated, which you will see if you examine that quote. 

The Court of Appeals for the Second Circuit, in commenting upon 
the standards prescribed by the Board, stated as follows (C. A. B. v. 
Modern Air Transport, Inc., 179 Fed. 2d, 622, at p. 625) : 

“The Board, within the authority given it by the Act, has granted an exemption 
for noncertificated carriers and has set out the standards with which the carrier 
must comply in order to enjoy the exemption. In its Explanatory Statement ac- 
companying section 292.1 of the Economic Regulations, the Board pointed to its 
order in Matter of the Non-certificated Operations of Trans-Caribbean Air Cargo 
Lines, Inc., C. A. B. Docket No. 2593, Order Serial No. E-370, March 14, 1947, 
as containing the criteria which must be met if operations are to be considered 
irreguiar. These are that (1) flights between designated points, whether one 
or more per week, must be staggered as to the days of the week in suecessive 
weeks; (2) if more than one such flight is to be operated per week in successive 
weeks, not only must such flights vary as to the days of the week, but there must 
also be breaks in continuity of service for a week or approximately that period 
during which no flights are operated between these same points; and (3) the 
flights must be of such infrequency as to preclude any implication of a uniform 
pattern or normal consistency of operations between the same two points. 

“Unless we deliberately shut our eyes to the criteria thus so clearly stated by 
the Board, we can have no question but that defendant has been giving service 


which is not irregular, and which is thus not authorized by its letter of regis- 
tration as an Irregular Air Carrier.” 


Mr. Nunnetry. The fact that the Board’s regulations are suffi- 
ciently clear and definite to serve as a proper guide to the extent of 
operations permitted has likewise been confirmed in two decisions by 
the Court of Appeals in the District of Columbia Circuit in which that 
court held that the Board Jawfully found that the large irregular car- 
riers there concerned had engaged in knowing and willful violations 
of the Board’s regulations. (Air Transport Associates, Inc., v. Civil 
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onautics Board, 199 Fed. 2d 181 (1952), certiorari denied, 344 
LL). eee Anu rican Air Transport and Rlight School ve. Civil - 1 ero- 
wutics Board, decided March 5, 1953, not yet officially reported. ) 

[In considering the definiteness and certainty of the Board’s regula- 
tions, it should be borne in mind that the Bo: ird by its regulations pro- 

des for revocation of a carrier’s operating author ity only in the case 
of knowing and willful violations. The Board has, in fact, ordered 
revocation ‘only in the most flagrant cases.of violation where there was 

o question but that the carrier had flagrantly exceeded the regularity 

ind frequency of operations permitted by the regulation, where the 
wrier was wholly aware of the fact that it was thus exceeding the 
mitations, and where the circumstances were such that the Board had 
fe reason to conclude that only by revocation could it compel com- 
ance with the lawful requirements of the Civil Aeronautics Act and 
the e reguls itions thereunder. Where these factors have not existed the 
Board has utilized less drastic remedies, such as orders to cease and 
desist from unauthorized regularity and frequency, to achieve 
omplhance, 

[ would also like just briefly to call your attention to the pattern of 
operations of the air carrier whose letter of registration the Board 
most recently ordered revoked. This is the pattern, I will show it to 
you, sir, but of course the record will not reflect that. The marks show 
the days of the week on which operations were conducted. I can sum- 
marize that very briefly. 

Senator Ture. If you will, please. 

Mr. Nunnetey. This is northbound between Miami, Fla., and 
Newark, N. J. The carrier operated 51 consecutive Sundays, 48 con- 
secutive Mondays, 51 out of 55 consecutive Wednesdays, 49 of 53 con- 
secutive Thursdays, 55 of 62 consecutive Fridays, and 57 of 60 consecu- 
tive Sundays. 

Senator Tuyr. Over what months of the year? 

Mr. NUNNELEY. Those were for varying periods ending December 

, 1951, and covering approximately a year in each case. The figures 
fol r the longest per iod, covering 62 consecutive Fridays, began Octo- 
can v2, 1950, and for the shortest period mentioned, covering 48 con- 
secutive Mondays, began February 5, 1951. 

Senator Trryr. What was his capacity ? 

Mr. Nunnevry. His capacity ? 

Senator Tuys. Yes. 

Mr. Nunnery. I do not know, but I think he was operating C-46 
aircraft, if I recall correctly. 

Senator Taye. How many aircraft? 

Mr. Nonnevey. I do not know. I can furnish that for you, if you 
wish. 

Senator Tuyr. It was a passenger schedule? 

Mr. Nunnevey. It was a passenger schedule. 

Senator Tuyr. That is the reason why I asked the number of 
planes, because I wanted to know how many planes they were flying, 
or whether it was just one flight, or what. 

Mr, Nunnetey. Mr. Chairman, my point is this: This conduct of 
operations on 51 consecutive Sundays and the other days I have men- 
tioned to you, were flown in the face of an order which clearly stated 
that it did not permit the operating on the same day of the week on 
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successive weeks; and also which said you could not operate two or 
more flights a week for consecutive weeks without there being frequent 
intervals of a week or more in which you were not permitted to operate 
any flights whatsoever, in order that there should be a break in the 
continuity of service between the same two points. 

I want to emphasize that, because, of course, the total operations 
are not restricted. We bring this illustration up to point out that 
when we say there was willful and knowing violation, I think that 
demonstrates beyond the peradventure of a doubt that this carrier 
knew without the slightest question it was operating in complete de- 
fiance of the Board’s regulation. Whether that was a wise regulation 
or not, it knew it was exceeding it, and exceeding it flagrantly. 

Senator Tuyr. Mr. Henderson has several questions he would like 
to ask. He is the committee’s staff director and has studied this ques- 
tion. 

Mr. Henperson. Mr. Nunneley, as General Counsel of the Board 
I would like to have your opinion on a matter involving Caribbean 
American Airlines. The attention of our committee was brought to 
an application Caribbean American had with the Defense Department 
for lease of a C-46 aircraft. As you remember, the Defense Depart- 
ment has a list which is based on the length of time you had your ap- 
plication in for use of a C-46 aircraft. 

Mr. Nunnewey. Yes. 

Mr. Henverson. Caribbean American has had no violations, and 
they applied for one of these C—46’s several years ago and came to 
the top of the list in January. Last fall an enforcement action was 
filed against this Caribbean American Airlines but the hearings were 
in progress and there had been no finding on that case, and there still 
has been no finding on that case. Is that right? There has been no 
Board action ? 

Mr. Nunnexey. There has been no adjudication on that case. 

Mr. Henverson. However, in a letter signed by the chairman to the 
Defense Department you recommended that the C-46 not be leased 
to Caribbean American because an enforcement proceeding was in 
action. 

Mr. Nunnetey. The Board so recommended. 

Mr. Henperson. Yes. 

Mr. Nunnery. Yes, sir. 

Mr. Henverson. As General Counsel, would you say that involved 
a case of prejudgment ? 

Mr. Nunnetey. No, sir. Not in a legal sense. That case does not 
involve, in my opinion, any illegal action by the Board. The Board 
in that case recommended that for the duration of that proceeding the 
lease not be made. The Board, I believe, was entitled to examine 
the facts which were in front of it and to determine whether in its 
opinion it had good reason to believe that this carrier may be a violator, 
and in the light thereof to make a recommendation—and it was only 
a pecvilinbiinlet elise the Defense Department. 

That does not amount to adjudication of the case which is pending 
before the Board. It had to do with the lease of an additional air- 
craft, but did not affect the carrier’s existing fleet or affect its ability 
to continue operations to that extent. ; 





ek a an at 








FUTURE OF IRREGULAR AIRLINES 39 


Mr. Henverson. But pending a finding, or hearing in a case, to 
recommend an action that would have a substantial bearing on the 
economic well-being of a carrier is a very serious matter, is it not? 

Mr. Nunne.ey. Certainly it is a very serious matter. 

Mr. Henperson. Do you feel the action of the Board in that mat- 
ter is consistent with fair administrative practice ? 

Mr. Nunnetey. Yes, sir; I think it isa proper action of the Board 
under all the circumstances. 

Mr. Henperson. Would you recommend such an action? 

Mr. Nunne ey. ‘As a matter of policy it was not my recommenda- 
tion, but it was not my function to make the recommendation as a 
matter of policy, I should make clear. 

Mr. Henperson. The other matter I wanted to have on the record 
was directed to the Chairman. Has the Board ever certificated a non- 
scheduled carrier applicant for passenger service between any points 
in the United States? 

Mr. Ryan. Within continental United States, no. I think not. I 
think I am correct. 

Mr. Barn. Trans-Pacific, of course, in Hawaii. 

Mr. Ryan. There was in Hawaii. We certificated Trans-Pacific 
and certificated Aerovias sud Americana for the cargo operation. 

Mr. Henperson. Do you feel the nonscheduled carriers stimulated 
or are responsible for the development of air-coach transportation in 
the United States? 

Mr. Ryay. I think certainly they have stimulated the development 
of low-fare air-coach service, without question. That is my personal 
opinion. 

Mr. Henperson. And you feel that is a favorable development ? 

Mr. Ryan. That is a favorable development. I think air-coach 
would have come, but I think it came sooner by reason of the spur 
which the irregulars placed under the certificated industry. 

Mr. Henpverson. Do you envision at this point an field that the 
irregulars can enter? Is there any field in aviation where a company 
can enter now and have a chance of success ? 

Mr. Ryan. I am hopeful to get the answer to that in this proceeding, 
Mr. Henderson, and I am very hopeful that the proceeding will show 
the way whereby we can get or have the benefit d veining the benefit 
of the irregular services; and that it will show the way toward fitting 
this group into the air-transport scheme consistent with the standards 
of the Civil Aeronautics Act. 

Mr. Henperson. For the first 2 or 3 years of operation of the irreg- 
ulars or nonscheduleds following World War II did not they offer a 
service substantially different from the large certificated airlines? I 
believe it was not until November 1948 that the first certificated car- 
rier—Capital—offered a through coach service. 

Mr. Ryan. Yes. I think the irregulars did offer a different service, 
and a different type of service. The only controversy that the Board 
ever had with them, Mr. Henderson, was with a group—less than one- 
third of the 61 carriers that are now authorized to operate—who had 
persisted in exceeding what we considered and what the courts con- 
sidered to be the type of services for which they were authorized. 

In other words, keep in mind, and I think it is important, Mr. 
Chairman, that we keep in mind that our controversy has not been 
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with the irregular carriers as a group. It has only been with the 
particular members of this group who have persisted in going beyond 
the law. We have a mandatory responsibility under the act to obtain 
compliance with the act, but that is a minority group. The other 
F arge irregulars are causing us no trouble that has justified any pro- 
ceedings against them whatsoever. 

Mr. Henperson. You have enforcement proceedings now pending 
against the two largest groups of domestic irregular carriers, 

Mr. Ryan. Yes. Just two. 

Mr. Henverson. The two largest. North American—— 

Mr. Verner. He is talking about groups. 

Mr. Ryan. Oh. You are talking about the combine. 

Mr. Verner. Yes. 

Mr. Ryan. There has been instituted by our Office of Enforcement 
a proceeding against a group, I think, of four who are alleged to have 
come together for the purpose of bringing regularity out of individ- 
ual irregularity. That has not reached the Board yet, and has not 
been tried by the Board and, of course, I would have to reserve judg- 
ment on the entire answer. 

Senator Tryz. Thank you Mr. Ryan and your staff and the other 
members for being with us this morning. 1 think we have been aided 
by clearing up some of the questions that have been difficult for some 
of us to explain or understand, or justify as inquiries came to us. 

Mr. Ryan. Mr. Chairman, I am sure that I express the sentiment of 
both my colleagues and the staff when I say that we deeply appreciate 
the very fair and intelligent approach which the committee has taken 
in this proceeding. 

Senator Ture. I thank you for that. 

(Whereupon, at 12:45 p. m., the committee adjourned.) 





<iglllle aD 


mis Pups 


Fibs RENT a A GAELS IA tet ha ON 


3 
4 
bi 








1 en 


FUTURE OF IRREGULAR AIRLINES IN UNITED!STATES 
AIR TRANSPORTATION INDUSTRY 


FRIDAY, MAY 1, 1953 


Unirep States SENATE, 
SUBCOMMITTEE ON ReLAtions or Business WitH 
(JOVERNMENT OF THE SELECT CoMMIrrEE ON SMALL Busrness, 
Washington, DC. 

The subcommittee met, pursuant to call, at 9:45 a. m., in room 301, 
Senate Office Building, Senator Edward J. Thye (chairman of the 
full committee and chairman of the subcommittee) presiding. 

Present: Senators Thye, Ferguson, Sparkman, Hunt, and Smathers 

Also present: Laurance G. Henderson, staff director. 

The CuarrmMan. The committee will please come to order. 

We are continuing the hearings of the Senate Small Business Com 
mittee on the Future of the Irregular Air Carriers in United State 
Air Transportation. 

We have heard from the Civil Aeronautics Board to date, and today 
and next week we are to hear from members of the airline industry 
who have requested an opportunity to be heard on this matter. 

The first witness is Mr. Carmichael, presick nt of ¢ apital Airlines. 
You may proceed, sir, in any manner you wish. 


STATEMENT OF JAMES H. CARMICHAEL, PRESIDENT, CAPITAL 
AIRLINES, NATIONAL AIRPORT, WASHINGTON, D. C. 


Mr. Carmicuarn, Thank you, Mr. Chairman. 

My name is James H. Carmichael and, as you stated, I am president 
of Capital Airlines. 

On April 12 of 1955 I completed 19 years’ service with Capital 
Airlines, and just for the moment I would like to give you a brief 
résumé of my eXperience in aviation. 

[ learned to fly in 1926, and went into the scheduled air trans port 
industry in 1929. I wasenrployed by Capital Airlines asa pilot in 1934, 
and subsequently became ¢hief pilot in 1938, operations manager in 
1940, vice president of operations in 1942, executive vice president in 
1946, and was elected president on October 1 of 1947. So, because of 
that, I feel I have a rather full background and great familiarity 
se Capital Airlines and its problems. 

I should like, if I may, to tell you just a little of Capital so that 
you will have some idea as to the scope of our operations. I have given 
Mr. Henderson some copies of our annual report, and, not necessarily 
to get a commercial plug in, but rather because in the center spread 
there is contained a map of Capital Airlines’ system, which I thought 
might be helpful to you in thinking of Capit: al and some of the things 
I wanted to point out. 

41 
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Capital Airlines is basically a regional carrier. I think in the 
scheme of things insofar as the scheduled carriers are concerned, that 
we probably are the leading carrier in the second air group. We are 
short-haul by nature, and serve the area of the country, generally 
speaking, east of the Mississippi River. 

Reference to the map will show that beside the major cities in the 
area or region we serve, we also serve a great many smaller com- 
munities. 
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Our system has 51 certificated stops, serving some 77 cities, and 
[ think it is rather interesting, particularly in relation of the sched- 
uled carrier to the irregular or nonscheduled carrier, to point out that 
fact. We do assume very gladly the responsibility of providing air 
service to all of those cities on our system ; yet, as you can quickly real- 
ize, some of those cities are of lesser importance insofar as revenue 
production is concerned than others. 

If you go into Michigan, for the moment, and see the extent of 
Capital’s operation there, you will see that we not only serve Detroit, 
Grand Rapids, and Lansing, the larger cities, but also such communi- 
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ties at Pellston, Petoskey, Harbor Springs, Sheboygan, Traverse 
City, Saginaw, Bay City, Midland, and Flint. 

Similarly, in New York State, aside from New York, we serve Buf- 
falo, one of the larger cities, and we also serve Elmira and Corning; 
farther down south, for instance, in Alabama, we serve not only Bir- 
mingham, Mobile, and Huntsville, and across North Carolina, or in 
the Piedmont area, again we pick up a great many small communities, 
all of which are shown on the map. 

We have recognized ever since we have been certificated that we 

ave a very real obligation to provide good, dependable, safe, air 
iransportation not only to the larger or greater revenue-producing 
enters of the country, but equally true of the small communities which 
we are certificated to serve. 

The fact that in 1952 we carried something more than 2 million pas- 
-engers, to me is evidence that we have accepted that responsibility 
and met our obligation, and we are proud of the fact that we have been 
able to develop business within our region to the extent that we have, 
because we think that it does demonstrate the acceptance on our part 
of that obligation. 

I mentioned that Capital was primarily a short-haul carrier. That 
s demonstrated, I believe, by the fact that the average length of haul 
of our passengers is 311 miles. 

Further complicating our operation are certain route restrictions 
contained in our certificates of convenience and necessity which com- 
plicate the other problems that go with short-haul, lack of flexibility, 
high cost, and many problems, with which I am sure you are familiar, 
und yet, despite that fact, we have been able to develop a substantial 
business in our area, and I might add also under the further handicap 
of substantial competition. In 1952, Capital Airlines competed for 
82 percent of its revenue against the Big Four or the so-called giants 
of the industry. Earlier in our history we have been a very heavily 
subsidized carrier. There were many years when we were entirely 
dependent for the continuance of our operation on subsidy. That was 
true axreps for a short period during World War II, and I am very 
proud to be able to tell you that since October 1 of 1951 we have been 
on a service rate, so that there has not been any element of subsidy, 
Mr. Chairman, in our mail-rate payment since that date. 

On April 27 of 1953, Capital Airlines was 26 years old. When I say 
“Capital,” I refer, of course, to the present corporation as-well as its 
predecessor companies. We started with a deal route between Pitts- 
burgh and Cleveland, 127 miles, and have built that route up to a point 
where at this time we serve some 5,500 route miles. 

There have been a few years, fortunately, most recently, where we 
have had small profits. However, it has been found necessary to rein- 
vest those profits in the company’s activity. We have had somethin 
of a shoestring operation from a financial point of view, and still suf 
fer under the burden of inadequate working capital. We have never 
really enjoyed business to the extent that we have been able to build 
up any substantial reserves. But during those years we have strived 
to improve our service, to expand our operation within our region, so 
as to provide a better service. We have made every effort before the 
Civil Aeronautics Board to correct the inherent deficiencies in our 
route structure; we have done our best to improve our financial base 
so as to Insure proper and good service to the public we serve, and 
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yet it is rather odd that in the 26 years that we have been in business 
we have been able only once to provide any return to our stockholders. 
In those 26 years we have paid one 25-cent dividend, and I think that 
quite properly places us in the category of small business. 

faving given a thumbnail sketch of C apital, I would like, if I may, 
to turn to the basic issues involved here. 

Senator Frravson. On the question of employees, how many have 
you? ’ 

Mr. Carmicuag.. We have 4,290 employees, Senator. 

I should now like to turn to the basic issues which your committee 
has been discussing. I would first like to say a word, however, for the 
Civil Aeronautics Act of 1938. That act, in my opinion, is the key- 
stone of the air-transportation industry. Congress, very wisely, con- 

idering all of the problems in a new industry and its development, 
gave to the Civil Ae ‘ronautics Board the administrative power to reg- 
ulate the air-transportation industry, and further charged the C ivil 
Aeronautics Board with the responsibility of developing that industry 
and fostering its development along sound, economic lines. In our 
opinion, if the Civil Aeronautics Act were to be chi anged substantially 
or eroded, it would be a very, very serious thing, and it is very possible 
that the industry would return to the chaotic condition that prevailed 
before its passage. 

I think all of us can be proud of the results that have accrued to the 
Nation since its passage. We hi: uve, without question, the finest air- 
transportation system in the world, and I think you men in Congress, 
the CAB, and we in the industry, have every right to be proud of what 
has developed. 

If there is any question in anyone's mind about the adequacy of the 
Civil Aeronautics Act, as far as I am concerned, I would like to em- 
phatically support it as being completely adequate, and serving a very 
intel purpose in the further development of our industry. 

Before coming up to appear before your committee, I wanted to 
understand the specific issues which were being discussed and which 
had been raised with respect to the airline industry. For that purpose, 
I have read the annual report of your committee issued in March of 
this year, (S. Rept. 49, 83d Cong., 1st sess.), and noted carefully the 
short discussion contained therein relative to the problems of the small 
independent airlines. 

I have also read the special re ons of your committee which was 
issued in July of 1951 (S. Rept. 540, 82d Cong., 1st sess.), and, in 
addition, I read Mr. Oswald Ryan’s testimony, the chairman of the 
Civil Aeronautics Board, before your committee on those issues, on 
March 31, 1953. In the reading of those documents, I was consider- 
ably impressed with several facts: First, that many of the so-called 
irregular carriers have appeared before your committee, and in those 
appearances have strongly attacked not only the Civil Aeronautics 
Board but the scheduled carriers as well. One point they seem to 
have made repeatedly is that there is collusion existing between the 
Civil Aeronautics Board and the scheduled carrier industry to drive 
the so-called irregular carriers out of business. 

I was also impressed by the fact that the irregular carriers did not 
attack either the Civil Aeronautics Act of 1938 or the Congress that 
enacted that act. 
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I was further dismayed that in the course of the committee’s func- 
tion apparently there had been no certificated carrier to appear before 
vou to answer those charges, and presumably no effort made by our 

dustry to rebut them. Iam therefore delighted to have this oppor- 
tunity to give Capital’s answer to the attack of the nonscheduled car- 
riers or the so-called irregulars. 

What ars the claims of the so-called irregulars? First, they attack 
the certificated carriers, claiming that they originated low-cost air 
transportation and, in effect, forced us, the scheduled industry, into 
that type of operation. Well, gentlemen, for Capital I would like to 
flatly deny that claim. Capital started air coach, the first of the do- 
mestic carriers, certificated carriers, in November of 1948. We were 
the first to do it, as 1 say, and we have expanded that type of operation 
rapidly. We did so, in fact, with no reference whatsoever as to any 
activity on the part of the so-called irregular carriers. Those carriers 
have further attacked the Civil Aeronautics Board, claiming, in effect, 
that the Board has unduly restricted their operations. 

| think Mr. Ryan, in his testimony on March 31, gave a very fair 

nswer to those charges, and a rather detailed description of the opera- 

ons of the irregulars, as well as the history of those operations. I 
would like to go on record as concurring with Mr. Ryan’s position, 
particularly as it represents his answer to the charge that the CAB 
lias unduly restricted their operations. Actually, many of the so-called 
rregular operators are regular operators. 

Many of the so-called nonscheduled operators are scheduled opera- 
tors, and in their most recent history they have, without question, 
created a tremendous policing job for the CAB’s inadequate staff. 
For that reason, it seems to me that, rather than being too restrictive 
in their control of the irregular operation, the CAB has actually been 
too lenient in dealing with the flagrant violations of the regular irregu- 
lars. They contend that the Civil Aeronautics Board should permit 
operations of substantial numbers of flights between the more im- 
ortant cities, claiming that this can be done without injury to any 
f the scheduled carriers. Well, again for Capital, I should like to 
latly deny that claim. Capital has already been seriously hurt by 
their operations and, in the event that they are allowed either greater 
latitude of operation or allowed to continue in flagrant operation of 
regulations, Capital Airlines stands to be hurt a great deal more. 

They next contend and claim that the Civil Aeronautics Board 
should insure their continued existence and, frankly, I was rather 
amazed to read in your annual report a recommendation wherein you 
urged the Civil Aeronautics Board to do that. To rebut that line of 
thought, it seems to me that such a recommendation on the part of 
this committee is, perhaps, the most extraordinary and revolutionary 
type of recommendation that Congress could make. To the best of 
my knowledge 

Senator Frrcuson. Do these lines carry:mail? 

Mr. Carmicuart. Not to my knowledge; no. 

Senator Fercuson. They do not get any form of subsidy ? 

Mr. Carmicuart. No, sir; except that, perhaps, as it might relate 
to the terms under which they acquire their equipment. They do 
acquire or are Pood are to acquire equipment on very, very lenient 
rental terms, which, in my opinion, can be construed directly as being 
a subsidy. : 
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Senator Fercuson. Are those acquired from the Government ? 

Mr. CarmicuarL. From the Government; yes, sir. Of course, those 
that are purchased on the open market, they acquire paying, I presume, 
a price which would represent more nearly a fair market price. To 
the best of my knowledge, there is no business in the United States 
which is insured. The Civil Aeronautics Act, without question, ar 
vides for subsidy, but that subsidy provision is placed in the hands of 
the Civil Aeronautics Board for administration, and can only be made 
available if and assuming the applicant carrier is able to demonstrate 
an honest, economical and efficient management, meeting all the terms 
of its certificate. 

The CAB is charged under the act with the responsibility of 
fostering a sound air-transportation industry; and in the er pro- 
cess of meeting that responsibility, beyond question they will find 
it necessary to weed out unsound operations, whether they be large or 
small, and certainly by no stretch of the imagination can they be 
conceived of as having the responsibility of insuring the existence of 
any carrier. 

I would like to explain, if I may, a few more of the problems which 
face Capital. By doing so, I think, perhaps, I can answer some of the 
claims of the irregulars, as they relate to Capital. To do that, I would 
like to take a minute and give you a little more detailed history of 
Capital’s immediate past. 

S 1947 Capital was virtually bankrupt. We should have gone out 
of business—there was no reason why we did not, except fortunately 
we did not know that, and we stayed in business. As I mentioned 
earlier, at that time we were entirely dependent on mail pay for con- 
tinued operation. It reached a point where we had a crisis develop 
resulting in a reorganization of the company, and then began what we 
choose to call Operation Bootstrap. Entirely within the framework 
of our existing route structure, with its inherent deficiencies, entirely 
within the framework of our mail rate, with no hope of any increase, 
the personnel of Capital Airlines determined to change the company 
from a losing venture to a profitable venture, and have been quite 
successful in the 54-year period since that time. It has not been easy. 
Obviously there have been, and still are, many problems, Capital is 
now earning profit on a service rate of mail pay. However, the 
margin of profit is extremely close. If we were to experience as much 
as a 10 percent fall-off in our traffic, Capital would be back in the red, 
beyond any question of doubt, and I think that is a statement, a fair 
statement, to make, for most of the scheduled carriers. So we are 
operating on a very close margin of profit. 

The Jeverage picture is acute. e have very little opportunity 
to build up reserves, and Capital, unfortunately continues to operate 
with a minimum working capital position. Yet, and despite the prob- 
lems that exist—and I want to touch upon them for just a minute or 
two, I wish to say that we have some rather acute and severe problems 
inherent in our route structure. 

The way we are certificated to operate causes us a great deal of 
trouble and makes very difficult a profitable operation, but I should 
like to refer to that again in a minute or two. 

We have, as I mentioned earlier, throughout this most recent period 
paid particular emphasis to our responsibility as a short haul, intercity 
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carrier. Admittedly, we serve some very fine markets. It is those 
inarkets, however, that support and permit us to provide the same type 
service to the smaller cities such as I mentioned a few minutes ago; 
and, think it is rather interesting to know that of our passenger rev- 
enues, 50 percent come from 5 cities on our system and 78 percent of 
that same passenger revenue comes from 12 cities, so, in effect, 12 
cities on Capital’s system carry the burden of supporting operations 
for the majority of the others that go to make up the total of 77. 

Now, it is fundamental in transportation that long-haul operations 
are profitable operations, or by comparison more profitable. Again, 
| should like to point out, that our average haul is 311 miles. ‘That, 
incidentally, compares with 1,703 miles, an average of 1,703 miles, of 
the irregulars. 

[f profit were the only motive to be followed, and if you followed 
that motive to the ultimate, then presumably only such cities as 
New York, Chicago, Washington, Boston, San Francisco, Los An- 
geles, and cities of that nature would have air transportation service, 
good air transportation service. 

Senator Fercuson. Would you say those are the only ones that are 
really profitable ? 

Mr. CarmicHagE.. I am generalizing. What I am trying to get 
across, Senator, is that it would be only the large traffic markets, cen- 
ters of population, able to support, and with the travel requirement 
and demand sufficient to enable profitable operations to result, I am 
theorizing or generalizing because obviously no one would intend to 
carry it to that ultimate degree. And yet if you do think of it only 
in terms of profit and not service that would be the result; the net 
effect would be that only those large traffic centers could support 
operations, as we know them in this day and age, on a profitable basis. 

Yet, picking up and carrying on the same thought, we feel that 
every community in the United States has the same right to expect 
air transportation as does any other community—within reason, 
obviously. There are crossroads, villages, and towns that could not 
justify it, but the average community, having a travel requirement 
certainly is entitled to the same benefits from air transportation, 
whether it be Huntsville, Ala., or New York City. 

Senator Fercuson. Could you place a population figure on what you 
thought was the minimum ? 

Mr. Carmicnar.. I do not think that is quite possible because there 
are communities of low population total, yet having 

Senator Frereuson. A feeder ? 

Mr. Carmicuart (continuing). With essential industry within 
them that feed into the other centers. It is cumulative, and, as I am 
sure you know, in many instances several small communities may be 
served by one airport, which has the effect of making those several 
small cities relatively as important as a larger community. But I 
was thinking, when I said every community in the country, I could 
immediately think of some crossroads communities that would have 
no justification whatsoever. 

Again going to Capital and our feeling of obligation and respon- 
sibility, if we were to operate only on the profit motive, feeling that 
our only obligation was to return to our stockholders an amount of 
money which would please them, then we certainly would substan- 
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tially change the character of our operation. Rather than serving 
the many small communities that we do serve, we would use our equip- 
ment and our personnel and facilities to serve only those large revenue- 
generating cities that I have referred to earlier. 

Quite obviously, we would be completely throwing off any sense of 
responsibility or obligation, and we would be operating, of course, 
outside of the act and, generally speaking, in accordance with the 
so-called irregular theory. We, at that time, would be able to under- 
cut fares of those certificated carriers who supply not only services 
between those lucrative cities, but also between the smaller cities on 
their systems. That is exactly what the irregulars or the “nonskeds” 
are doing. They operate between those major revenue-producing cen- 
ters with no sense of responsibility, with no obligation to provide any 
kind of service to the smaller communities who, obviously, are not as 
well able to produce revenue. 

We thoroughly concur in the thought that the United States needs 
good transportation, whether it be surface, water, air; whether it be 
long, medium, or short haul. The fact that we have had it throughout 
the history of our country is what has made our country great. 

I think if we were to depart from that belief and operate on a theory 
which would provide unrestricted operations with no semblance of 
regulation, that the industry would be destroyed. In any business, 
if you want to produce greater volume of sales, the way to do it is to 
reduce your price, your selling price. Yet, too, price cutting or price 
wars historically have been destructive to those who have engaged in 
them. Particularly would that apply in transportation where, with- 
out any question, the lawfully created system, the regulated system, 
would be vulnerable, substantially vulnerable, to any major price 
cutting or below-cost operations. 

May I go back to air coach for just amoment? You may recall that 
T mentioned the fact that Capital was the first of the domestic carriers 
to inaugurate air-coach service back in November of 1948. We had a 
very specific reason for engaging in air-coach operation, and it actually 
had nothing whatsoever to do with the operation of the so-called 
irregular carriers. 

Capital inaugurated service in 1948 between New York and Chicago. 
By reason of a restriction contained in our route certification that was 
a one-stop operation with a stop being made at Pittsburgh. 

Capital further had a rather acute problem in that being of short- 
haul nature, in effect, we had a 16-hour sales day. Our airline used to 
fold up about midnight, and we would not resume operations until 
along 7 or 8 o’clock in the morning. 

We had our overhead, we had our equipment, our facilities, our per- 
sonnel, and yet only 16 hours a day over which to spread that expense. 
So in an effort during our Operation Bootstrap to reduce costs and 
produce more revenues, we conceived the idea of aircoach as a lower- 
cost type of air transportation during those night hours beneficial to 
the public because of its reduced cost, beneficial to Capital because, in 
effect, it gave us a 24-hour sales day. 

We passed along the savings that we were able to effect by the 
removal of all give-away items, by the elimination of a reservations 
procedure and its attendant costly communication expenses; we 
passed those savings on to the public, and reduced our fares from the 
standard 6 cents to 41% cents. 
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We informed the CAB as to our intention, and they ap proved our 
ipplication to inaugurate that type service. And yet here is a type 
problem that develops for a certificated carrier which, I think, is a 
yood case in point. We started that operation with one stop in 1948, 
\ctually we started it on an exemption basis, having made appli- 

ition to the Civil Aeronautics Board. There were objections by 
others of the scheduled industry to our service, and for that reason 
the Civil Aeronautics Board set down the matter for hearing. There 
were hearings conducted, and in 1950, the Civil Aeronautics Board 

inded down its decision. In that decision the Board required Capi- 
tal Airlines to adhere strictly to the restrictions contained in its oper- 
ating authority, and rescinded its exemption which permitted the 


one-stop operation, and put us in a position where the operation had 
to he conducted between New York and Chicago with no less than two 
stops. By that time, other carriers were in the market: so, in effect, 


( apital was forced out of the market quite effectively by the Board’s 
( ler. 

Obviously, Capital disagreed with the Civil Aeronautics Board. 
We disagreed very violently, not only as a matter of principle but as 
a matter of logic and practice. We used all of the processes available 

us under the act in our objections. Our objections were not sus- 
tained, and we accepted the final decision of the Board, and since then 
have adhered to that decision, and conducted our operation in accord- 

nce with the terms of our certificate, which include the restrictions, 

Che effective removal of Capital from the aircoach market between 
New York and Chicago was a serious financial blow to Capital. Since 
that time, there have been services inaugurated by the certificated 
carriers and, in addition, a substantial number of services operated 
by the so-called irregular carriers. As a matter of fact, in the third 
quarter of 1951, the latest information available shows that there 
were 29 irregular carriers operating in that market and, incidentally, 
the most profitable or rather the market with the greatest traffic poten- 
tial in the world, and those 29 carriers were operating an average of 
10 flights a day between New York and Chicago. 

At the moment, there are hearings set up by the Civil Aeronautics 
Board to determine certain issues involvi ing operations in the so-called 
New York-Chicago area. Capital, quite naturally is involved in those 
proceedings, and hopes to successfully prosecute its case so as to be 
able to compete fairly in that market. But the very fact that the 
irregulars have an operation to the extent that they have, may very 
well preclude the Civil Aeronautics Board from strengthening 
Capital’s position in that market indefinitely, and for that reason I 
contend that Capital has been and will be seriously hurt by the oper- 
ation of those carriers. 

It is a paradox, it seems to me, to think that the company that 
pioneered that service, a duly certificated carrier, has been removed 
from that service, while a group of noncertificated carriers not only 
continue to operate, but have substantially increased their service to 
a point, as I said a moment ago, where Capital may very well be kept 
out of that market. It occurs to me that if such conditions are allowed 


to prevail that it might almost be more desirable to operate unlaw- 
fully. 
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We have other restrictions contained in our certificates. We have 
open-end gaps, we have operating problems complex in nature re- 
sulting in an inflexibility which seriously prevents Capital from 
operating as efficiently or as economically as we would like to operate. 

Senator SparKMAN. Mr. Chairman, may I ask a question before he 
gets away from there? 

The Cuatrman. Yes, Senator Sparkman. 

Senator SparkMan. I understood from your statement though that 
it was the competition of the scheduled carriers that effectively re- 
moved you from operating between New York and Chicago, was it not, 
rather than the nonscheduled ? 

Mr. CarmicnaeL. No, sir. In effect, it was the requirement to meet 
our restriction—— 

Senator SparkMan. Yes. 

Mr. CaRMICHAEL (continuing). And make the two stops. We were 
then providing a service in competition not only to the scheduled car- 
riers but also to the irregular carriers, so that—— 

Senator SparKMAN. But the scheduled carriers, the other scheduled 
carriers, apparently were able to make that without those same restric- 
tions; is that right ? 

Mr. CarmicnuarL. Yes, sir. There are carriers involved in that 
market that operate on a nonstop basis which, obviously, is more 
desirable. 

Senator SparkMaAn. Therefore, you could not compete successfully 
with them. 

Mr. Carmicnart. That is very true; and the danger, however, to 
Capital in the irregular operation lies in the fact that they are drain- 
ing off such a substantial amount of business that it may very well be 
difficult for Capital to demonstrate that as a certificated carrier there 
would be sufficient business to permit our being authorized in that 
market without there being indue harm to the presently certificated 
carriers. 

Senator SparkMaNn. Is that the reason the Board does not lift those 
restrictions on Capital ? 

Mr. CarmicuarEv. Well, Mr. Senator, I just cannot tell you why the 
Board does not lift those restrictions. 

Senator SparKMAN. I understood you to say from your statement 
that the protest came from certificated carriers, and that as a result 
of that hearing in 1950, was it—— 

Mr. CarMicHakL. Yes. 

Senator SparKMAN (continuing). The Board handed down its de- 
cision which required you to observe those restrictions. So it seems 
to me that the problem you are up against is the competition with 
certificated carriers rather than with the unscheduled carriers. 

Mr. Carmicuaeg.. I will agree with you. 

Senator Sparkman. I am merely trying to get the information. 

Mr. CarmicHag.. Yes, sir. 

Senator Sparkman. I am not arguing the point. 

Mr. Carmicuarn. Well, I think you are approaching it quite prop- 
erly, and I can agree with you to this extent, that in anything Capital 
tries to do we run into the objections of the other cerificated carriers, 
and that 





Senator Sparkman. As a matter of fact, I may say that one thing 
that has impressed me, as a layman, not knowing all of the intricacies 
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of air operation, has been the fact that certificated carriers have fought 
one another when an effort was made to improve the transportation 
system. I may be entirely wrong, it may be there are economic factors 
there that I do not understand, “but in‘so many cases where a certif- 
icated carrier would make an applic ation to improve its service, the 
other carriers would come in and object to it. 

I wish that a plan could be worked out whereby air transportation 
could be developed with some kind of cooperation among the car- 
riers. 

Mr. Carmicuaev. I think you have that. I think there is very 
definitely—in fact, the present system demonstrates that there has 
been developed a transportation system quite practical, quite proper. 
It certainly is reasonable or at least it appears so to me, to expect any 
carrier to object to an application on the part of another carrier which 
might 

Senator SpaRKMAN. Jeopardize its economic position. 

Mr. Carmicuarn (continuing). Which would jeopardize its eco- 
nomic position. 

Senator SparKMAN. Yes, I realize that. 

Mr. CarmicuarL. That is actually what you see in the quarreling, 
so-called, between the certificated carriers. It is not looking at it from 
an objective point of view, but the practical point of view. I think 
we are in complete agr eement with all agencies as to the ultimate de- 
sirability of having the finest transportation systems in the world, 
and we come very p te to having that now. But I would predict that 
there would always be objection between carriers if one felt that its 
position was being jeopardized. We have that feeling, and for that 
reason we have the additional objection of some of the desires of these 
irregulars who supersede, superimpose themselves, on some of our cer- 
tificated competition. 

Senator SparKMAN. In the report that the committee filed in 1951, 
and I refer to that particularly because I feel some degree of re- 
sponsibility since I was chairman of the committee at the time when 
we held the hearings, I think the big point we were trying to get 
across, and the big point we have tried to get across, is one that you 
referred to a few minutes ago, and that is that there is this great un- 
developed market of air transportation of the type that the air-coach 
service would appeal to, and we have felt that there had not been 
worked out a sufficient or adequate plan to encourage the development 
of that. 

I call your attention to our report of 1951 (S. Rept. No. 540, 82d 
Cong., 1st sess.) where we said we believed that there was great value 
in the some 55 “nonskeds” that were operating, but we realized that it 
needed a great deal of organization and reorganization and integra- 
tion with our air transportation. 

We made this statement : 


Your committee has taken great care in formulating its recommendations to 
make sure that they would in no way jeopardize the economic strength of the 
existing certificated carriers. The committee recognizes that these large carriers 
are the foundation of our air-transportation industry. The committee has dis- 
cussed its proposals with at least one of the major certificated air carriers and 
has been told that the recommendations would have no material effect on the 
well-being of the large trunklines. The committee feels that the two—the certifi- 
cated carriers and the “nonskeds”—can prosper together, each developing its own 
segment of the air transportation industry. 
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But we went on to say that so far no plan had been worked out that 
would permit that integration or that development of the different 
segments of the air industry, and that it ought to be done. 

Mr. CarmicuaArn. I noted that, Mr. Senator, in your committee’s 
report, and I thought it was a very fine statement of philosophy and 
policy. I contend, however, that that necessarily has not been the 
case, and that we, Capital, are placed in jeopardy and are being 
threatened and, therefore, should be strengthened and protected be- 
fore inroads are made which might seriously hurt us in the future. 
It is a very real thing to us, and that is why I am as concerned about 
it as I am because I do feel just that. 

We have been hurt, and we stand to be hurt very much more unless 
we are allowed to develop and strengthen within our industry. Rela- 
tively speaking, we are small business in our industry, and we do not 
have all the reserves and the resources that big business needs or 
should have to protect itself, and until our system is strengthened 
and we are permitted to develop without competitive inroads being 
made into our traffic, I do not think it is a fair thing at all; and yet I, 
too, can recognize the thought that in the ultimate there may very 
well be a place for this irregular-type operation. 

Senator SparkMan. You mentioned the Big Four. I just wonder 
if for my benefit you would name them. 

Mr. CarmicnmaeL. Yes. Generally referred to in our industry, the 
Big Four represent American, United, TWA, and Eastern. 

Senator SparkMAN. I notice in this report of ours in 1951, that 
while those are the Big Four, you seem to come not very far behind, 
at least, TWA. 

Mr. Carmicuart. Well, I would like to point out that we take great 
pride in that fact sometimes, and at other times it bothers us badly. 

As to the numbers of passengers carried, I think, perhaps, we might 
be No. 4. We are certainly No. 5. But as to the revenue we receive 
from those passengers, we get down to No. 10 or 11, so that 

The Cuatman. Which one of the companies gets the greatest 
amount of Federal subsidy ? 

Mr. CarmMicuar.. Well, at the present time the element of subsidy is 
practically eliminated insofar as the trunk carriers are concerned 
from the first two groups. You get down into the local service or the 
interline carriers, at which time you begin to get into the subsidy pic- 
ture. But as of December—just a minute, I have some information 
here. I do not have the information you asked, but I do know as of 
December 31, 1952, there was only one of the so-called intermediate 
lines receiving any subsidy whatsoever, and that in very small 
amounts; and I am advised that in 1953 they, too, will be on a com- 
plete service rate, so it is not until you get down to group 3, the inter- 
city, the feeder line, that you get into the element of subsidy; and, 
very frankly, I think that is going to have to continue. I do not see 
any out for them. 

The Cuarrman. The reason I asked the question about subsidy 
is because you say some of the others had a greater earning, and I just 
wondered whether it was mail routes that made their earnings greater 
or whether it was just a concentration of passengers. 

Mr. Carmicuag.. Well, it is primarily the latter. I think it goes 
to the point that their route structure is, perhaps, of better quality ; 
their longer haul and the length of haul has a tremendous relation to 
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your profitability. The shorter the haul, the higher the cost, and as 
you get into short haul—and Capital is the lowest of the major car- 
riers—you have resulting higher costs, less profit; yet actually I am 

rather pleased to be able to tell you that within the trunkline group- 
ings in the majority of categories of expense, Capital is the lowest- 
cost operator, despite our being the shortest-haul operator. 

Senator Smaruers. Mr. Chairman, may I ask a question at that 
point? Did I understand you to say that none of the major airlines 
cets a subsidy ¢ 

Mr. CarmicHagr.. I am talking now about the domestic trunkline 
carriers. 

Senator SmaruHers. And none of them, Eastern, American, TWA, 
none of them get a subsidy ? 

Mr. Carmicwarnt. Not domestically. Of the domestic carriers, the 
major trunkline carriers in domestic operation, there was just the 
one in 1952 that had any element of mibeidin that being Chicago & 
Southern. As of 1953, they are on a service rate also. Now, that does 
not apply internationally insofar as some of the American flag car- 
riers are concerned. 

Senator Smaruers. How much of the revenue of your company 
would you say is derived from the airmail contract ? 

Mr. CarmicHarn. 2.51 percent of our 1952 revenue was represented 
by payments from airmail. 

Senator Smatuers. How does that compare with the revenue de- 
rived from airmail contracts of the so-called Big Four? 

Mr. CarmicHarE.. Just a second; I think I can get that information 
for you. I know it roughly. I do not have specific information, but 
offhand I know, from having made a study, that the industry average 
for all of the trunkline carrier runs is about 3.64 percent. Capital 
is 2.51. I think there are only two other carriers lower percentagewise 
than we. ? 

I would like to point out in that relation that Capital’s 2.51 percent 
of its total revenues represented $1,016,000 as compared to the many 
million dollars that some of the larger carriers received in dollar 
amounts. ‘That in itself puts them in a stronger position, and is an- 
other reason why our competition is more burdensome. 

The CuatrrmMan. How much longer is your statement ? 

Mr. CarmicHae.. Very little, actually. 

The Carman. All right; you may proceed. 

Mr. Carmicrarn. All right, sir. 

[ just wanted to answer one or two other points that have been made. 
Dealing with the subject of collusion, I think the very fact that in any- 
thing Capital desires to accomplish insofar as its appearance before 
the Civil Aeronautics Board is concerned, that there is objection raised 
by other carriers, would indicate that between C apital and the other 
certificated carriers there certainly is no collusion. 

In the very fact that we have been unsuccessful in obtaining from 
the Civil Aeronautics Board what we wish, or in the manner in which 
we apply for things, and strenuously and repeatedly object to their 
decision, I think, would indicate that there was no collusion between 
Capital and the Civil Aeronautics Board. 

By the very instance that I have pointed out a few minutes ago of 
Capital, in effect, having been taken out of the air-coach market 
between New York and Chicago, I think, would indicate that there is 
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no collusion between Capital and the CAB against the so-called irreg- 
ulars; and whereas I can be more specific, to my personal knowledge, 
there is certainly no instance of collusion between Capital and the 
other certificated carriers as against the irregulars. 

Just in closing, I would like to point out the basis for our strong 
feeling: First, I go back to the thought that we have in the Civil 
Aeronautics Act of 1938, legislation, good legislation, which has pro- 
duced the finest air transportation system in the world. In that legis- 
lation Congress very wisely gave the CAB the power of administra- 
tion. I do not think that Congress has either the time or the facilities 
to hear the very many angles of any given case, and CAB quite prop- 
erly should administer it. 

We contend, and our whole contention is, that if that is so, then 
these matters that pertain to the development of air transportation, 
whether it be in the future of a carrier or of the industry, should go 
before the Civil Aeronautics Board. 

I have pointed out some of Capital’s problems; yet, frankly, I do 
not feel that this is the place for Capital to come to ask for relief; it 
is the Civil Aeronautics Board. The procedure is there, that is the 
proper forum. 

The Civil Aeronautics Board over the years, and in following Con- 
gress’ mandate, has set up so-called ground rules by which you play 
the game. We think that it, being the proper forum, that appearances 
should be made before that forum; that the ground rules should be 
adhered to, not only by the certificated carriers but by the irregular 
carriers as well. 

The Civil Aeronautics Board, in meeting its charged obligation, 
will consider the facts as presented by all parties, and make its 
decision, and at that time si partie should abide by those decisions. 
And that, Mr. Chairman, is Capital’s statement. 

The Cuatrman. Senator Ferguson, have you any questions? 

Senator Fercuson. No; I have no questions. I have asked them in 
the course of his presentation. 

The Cuatrman. Mr. Carmichael, how did Capital Airlines com- 
mence its operation? You stated it, but you were not on schedule 
when you commenced, were you ? 

Mr. Carmicuaret. When we started back in 1927, there were no 
regulations. 

The Cuarrman. That is correct. 

Mr. Carmicuar.. And we started at that time, as I said, between 
Pittsburgh and Cleveland. 

The Cuamman. You had an inspiration. 

Mr. Carmicuag.. That is right. 

The Cuarrman. You developed the inspiration into a reality. 

Mr. CaRMICHAEL. Yes, sir. 

The Carman. And you operated on a shoestring. 

Mr. CarmicuagL. Yes, sir; we have a great deal of experience at 
that. 

The Cuarrman. Correct, sir; and some said you would never make 
a go of it; others said that you would, and your own conviction was 
that you would. 

Mr. Carmicuae.. Yes, sir. 

The Cuarman. The mere fact that you started pioneering, you have 
built a great aviation service, a great flying service, for these com- 
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munities. I have flown on your line from one end to the other at 
various times, and you have an excellent system. 

Mr. Carmicuart. Thank you, sir. 

The Cuarrman. You have some very splendid pilots. 

Mr. Carmicnar.. Yes, sir. 

The Cruarrman. I went into the Air Force back in 1917 at San 
\ntonio, Tex. I would say that you rendered good service; there 
is no question about it. 

But what we, as Members of Congress, are faced with is simply 
this: If you will look at the map, and if you had all the other regulars 
laid on this map here, you would still have spots on this map where 
somebody who had the courage that you had in your day would start 
pioneering to develop something. Do you see the point? 

Mr. Carmicuart. I do not object to your point, either. 

The Cuarrman. We, as Members of Congress, get the overall pic- 
ture. Wetake the scheduled, and we find the schedules cover a certain 
area of the United States and the world. Then we find some little 
isolated spots here and there on the map of the world, and more par- 
ticularly in the United States or North America. As we find those 
spots, someone who has a strong heart and almost a reckless courage 
may do exactly what you did in starting in that little area, trying 
to pioneer into something that is regular. When we look at it in that 
manner, we find we have problems, as a congressional committee. We 
would not want to hurt you for one moment. In fact, I will protect 
you in all legislative matters within my power, because you cannot 
have a hit-or-miss, skip-and-jump aviation system and have it grow 
into anything that gives you 100 percent safety and a 100-percent 
certainty that you are going to always render service in all types of 
weather. A1l those installations that will permit you to operate under 
all conditions in which you have been a party in developing represents 
a heavy financial obligation. 

Our position, as a committee, is to make certain that there is an 
atmosphere here that lets somebody be as reckless as you were in 
your youth. That is the whole story. We are trying to be certain 
that we do not hurt anybody and that we will permit a situation to 
exist so that the adventurous boy can fly while he is trying to develop 
what Capital was able to develop under your good leadership in your 
youth and in the youth of aviation. 

If you think it comes to the point where we have infringed upon 
your charted course by permitting a “nonsked” to cross your beam at 
some time or another, I want to say that none of us here would for 
one moment permit anything that would hurt the regularly established 
business of these companies that have done this commendable job of 
pioneering aviation. 

Senator Ferauson. I wonder, Mr. Chairman, whether I misunder- 
stood Mr. Carmichael. I thought he indicated that this pioneering 
was not to these isolated places; it was along the line where the profit- 
able big-city business was. 

Mr. Carmicuarv. That is exactly correct. 

Senator Frrevuson. Am I right or wrong on that ? 

Mr. Carmronart. You are entirely correct; and if I may respond 
just for a moment, the chairman said several things which hit me 
very closely. I would have no desire whatsoever to prevent anyone 
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from going into a business on a pioneering basis, as Capital did in 
the early days, but I would like to call your attention to the fact that in 
1938 we became a regulated carrier by reason of the enactment of 
legislation. 

At that time certain grandfather rights were considered, and Cap- 
ital automatically became a certificated carrier. 

In the enactment - that legislation you people laid down ground 
rules for the further development of air transportation, and since 
that time we have ions ated and conducted our expansion program 
within the framework of those ground rules. 

Our contention is that that should be the proper basis for any de- 
velopment, and, as Senator Ferguson points out, we have no objection 
whatsoever to the inauguration of new service where it is needed, 
assuming that it meets the requirement of the act, but we do object 
very violently when operations are inaugurated actually outside the 
requirements of the act, and in markets that are highly competitive 
to us, and when expanded to the degree that they have been expanded, 
jeopardize our position and become very harmful to us. To that we 
object strenuous ly. To everything else you said, sir, I agree. 

The Cuamman. Well, I only tried to give a sort of bird’s-eye view 
of the problem of Congress in looking at the entire aviation pattern 
and the map across the United States and other points in the world. 
We are not out to harm you, nor are we out in any manner to blind- 
fold ourselves to laws or the regulations that are imposed under those 
laws. These hearings are primarily to enlighten ourselves, as well 
as the officials, in trying to perfect the best system of serving the pub- 
lic, aviationwise, that we can. Therefore, we appreciate your state- 
ment, Mr. Carmichael. 

Mr. Carmicuerau. Thank you, Mr. Chairman. 

The Cruarmman. The next witness will be Mr. Robert Ramspeck, 
vice president of Eastern Air Lines. 


All right, Mr. Ramspeck. 


STATEMENT OF ROBERT RAMSPECK, VICE PRESIDENT, EASTERN 
ATR LINES, INC., WASHINGTON, D. C. 


Mr. Ramsreck. Mr. Chairman, before I read this prepared state- 
ment, I would like to comment on the colloquy just had with Mr. Car- 
michael and point out to you that the Civil Aeronautics Board, under 
the act, has authority to require service to any points where the public 
convenience and necessity requires it, and the people that we refer 
to as irregulars or nonscheduled carriers, in 99 percent of the cases 
are not pioneering in the small communities but are skimming the 
cream off of the heavy traflic between the high-density population cen- 
ters of the country. 

So that the act, as Congress passed it in 1938, in my opinion, does 
provide for the very thing you had in mind, and they have certificated 
the carriers 





The Crarman. I want to say again, Mr. Ramspeck, the purpose 
of these hearings is to possibly enlighten ourselves and to enlighten 
everyone concerned, as much as it is to make it a soundingboard for 
anyone. 
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fr. Ramspeck. I thoroughly understand that, Senator, and having 
been a Member of the House for 16 years, I realize the value of hear- 
ngs to the membership. 

The Cuarrman,. Yes, indeed. 

Mr. Ramspecr. And I also recognize the difficulty of a Member of 
the Senate or the House having in his mind all the facts about such 
. complicated situation, with all the other duties and responsibilities 
ind problems that you have, so I sympathize with you, because I have 
been through this. 

The CHarMan, Yes, sir. 

Mr. Ramsprck. It is a pleasure for me to appear before this com- 
mittee on behalf of Eastern Air Lines and discuss with you the prob 

m posed by the opet rations of the numerous so-called irregular car- 
riers. This problem i is one of vital importance to Eastern Air Lines 
as those carriers operate in such fashion as to divert substantial rev- 
enues a Eastern because of their not being controlled by the Gov- 
ernment, or because of their disregard for such Government regula- 
tions as sal port to control them. 

In a proceeding known as the large irregular carrier investigation 

se, which was instituted by the Civil Aeronautics Board to ascertain 
the facts about the irregular carrier industry, and its proper place in 
the Nation’s air transportation system, Eastern submitted an exhibit 
(KAL+41) '—that is this document which I have filed copies with the 
committee—showing that over $5 million of Eastern’s revenues in 
1951 were diverted by substantially unregulated irregular carriers 
operating in competition with Eastern to and from Miami, Fla., alone. 
When all of Eastern’s services are considered, it is obvious that the 
diversion from Eastern by the irregular carriers has been much greater. 

I am attaching to this statement copies of that exhibit, and of the 
underlying documents relating to it. ‘The study is a purely factual 
one, and is based upon records ‘ke »pt by the Dade County Port Author- 
ity, an impartial Government agency charged with the operation of 
the Miami International Airport. 

[ feel sure, Senator Smathers will agree that it is a very competent 
agency, and is doing a good job down in his State. 

Senator Smatuers. One of the best, if not the best, in the country. 

Mr. Ramspeck. That is right, Senator Smathers. 

At this point, I would like to make it plain that Eastern has no 
objection to meeting competition which hes been found required by 
the public convenience and necessity as provided in the Civil Aero- 
I autics Act and authorized by the Civil Aeronautics Board. East- 
ern’s routes have been competitively duplicated by Civil Aeronautics 
Board authorizations more than the routes of any other carrier, and 
our system is today 90 percent competitively served by other carriers. 
This is a greater amount of competition than any other air carrier is 
— to. We are perfectly willing to participate in a regular 

Civil Aeronauttics Board hearing where competition for Eastern’s 
routes is involved. We are willing to present to the Board our side 
of the picture, and let others tell their stories to the Board, and then 
let the Board decide. 


1 See p. 69 for exhibit. (EAL—41.) 
* Dade County Port Authority document retained in committee files 
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But the competition provided by the irregulars is not that kind of 
competition. It is not the regulated and controlled competition which 
was envisioned by the authors of the Civil Aeronautics Act. 

What has happened is this. Many years ago, when the Civil Aero- 
nautics Act was first enacted, the Board decided that it was then im- 
practicable for it to attempt to grant certificates of public conven- 
rence and necessity to the small, fxed-base operators, operating here, 
there, and yonder, and not over any fixed routes, and not with any 
degree of regularity. In the first place, the hearings necessarily pre- 
liminary to the granting of such certificates would have been beyond 
the financial resources of such carriers, and, secondly, the type of 
authority desired by such operators could not "have been defined with 
any certainty in a certificate of public convenience and necessity. 

Following the Second World ty ar, when a large quantity of surplus, 
used aircraft was released by the War Assets Administration for sale 
to the general public, many such aircraft were purchased for use in 
operations by persons holding no authority from the Civil Aeronautics 
Board. Those aircraft did not compare, for the most part, with the 
more modern aircraft then being acquired by the certificated carriers, 
and such services as were provided were at “drastically reduced rates 
in order to attract passengers. There was no thought on the part of 
any such operators at that time that any new field of air transportation 
was being opened up. Such operators were merely cutting rates for 
an inferior service. Their only basis for operating was a perversion 
of the so-called nonscheduled exemption which the Board had many 
years before granted to the small oper: ators of the Board heretofore 
described. That exemption did not in 1938 contemplate the operation 
of regular, scheduled, route-type services, and it does not today. And 
yet the only operators which present any ‘real problem today are those 
who insist upon operating regular, frequent, route-type services with- 
out certificates of convenience and necessity called for by law. 

If additional service is needed, whether additional coach-type 
service or any other type service, the Civil Aeronautics Act provides 
a method whereby such service can be authorized. That is the 
authority I referred to earlier. 

The act provides that such service can be authorized by certificates 
of convenience and necessity after full hearings and findings. If the 
so-called irregular carriers had desired to operate legitimately, or 
had any real belief in the need for their services, they could have 
applied for certificates of convenience and necessity years ago, and 
such applications could have been ruled upon by the Board. It is 
no answer for them to say that the Board has denied some such 
applications for certificates. Eastern has on several occasions had 
its applications for certificates of convenience and necessity denied 
where the services which it proposed were needed far more than the 
services which the irregular carriers seek to provide. Yet Eastern, 
after denial of its application by the Board, has not commenced opera- 
tion over such routes in direct disregard of the act, and the findings 
of the Board, as is the case with many irregular carriers. 

All that we ask is an equality of treatment under the Civil Aero- 
nautics Act. If Eastern must abide by the Civil Aeronautics Act 
and the regulations issued by the Civil Aeronautics Board, we feel 
that we may rightfully insist that others, such as the irregular carriers, 
also be forced to abide by the same laws. 
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| know that some of the irregular carriers have, on occasion, sought 
to elicit the sympathy of this committee by claiming that these 
<o-called irregular carriers are merely small businesses organized by 
veterans. There m: ay at one time have been some veterans involved 
in these irregular carriers, but I am sure that if you gentlemen will 
analyze those companies today, you will find that the veterans, for 
the most part, have been superseded by a class of operators who might 
very well be classified as “promoters.” In contrast, Eastern, which 
employs approximately 9,000 people, has approximately 4,500 veterans 
on its personnel roster. 

Now there is no question but that there is a substantial market for 
low-fare, coach-type air service. I am sure that the major concern 
of you gentlemen is that the American public continue to be provided 
with such service. I am certain that the concern which you have 
indicated with reference to this type of transportation is not that it 
be provided by any particular type of carrier, but merely that it be 
provided. 

The Cruatrrman. Mr. Ramspeck, do you mind an interruption at 
that point? 

Mr. Ramspeck. Not at all, Senator. 

The CrHatrman. How many nonscheduled operations are there 
within the area that you serve / 

Mr. Ramspeck. I could not answer that question, Senator ; but this 
report which I am filing with the committe will show those between 
New York and Miami, which is our heaviest traffic route. : 

The CuarrMan. I thought possibly you were acquainted with just 
who the “nonskeds” were that were operating on that route. How 
frequently do they fly that same route / 

Ramspeck. Well, as to that particular route, New York to 
Miami, it is all in this document which I filed here, the actual number 
a trips they made, and all the information, which is the record kept 
by the airport authorities. 

The Cuarrman. Yes, I realize that, but I thought, just as it might 
affect your specific company, you could perhaps “tell us of incidents 
where you lost 15 or 20 passengers because a nonscheduled carrier 
picked up that load. 

Mr. Ramspeck. I might be able to furnish some more information 
than we have in this document, Senator; but, of course, they are flying 
every day, as I point out later in this statement. 

The Cuarrman. Allright. I will wait for you to get to that. 

Senator Smaruers. Mr. Chairman, may I ask a question ? 

Did you not say, Mr. Ramspeck, that these nonscheduled airlines 
diverted $5 million ‘worth of traffic from you last year? 

Mr. Ramspreck. In 1951, yes, Senator Smathers. 

Senator SmaTuers. From New York to Miami? 

Mr. Ramsrecx. From New York to Miami which, as you know, is a 
very heavily traveled route, and from other points on our system to 
Miami. 

Senator Smatruers. What percentage of your total revenue realized 
on that run is this sum of $5 million. 

Mr. Ramspreck. Well, I have not that figure with me. Eastern’s 
revenue last year, I think, ran about $115 million; of course, that was 
the whole system. 
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Senator SMATHERS. What I am driving at is, how large a percent- 
age is that $5 million as compared to the total revenue you received 
on that run from New York to Miami? Is it a large percentage or 
is it less than 2 or 3 percent ? 

Mr. Ramsreck. I think it would be more than 2 or 3 percent. I 
would just be guessing; I would have to get those figures, and I will 
be glad to supply them for the record.’ 

Senator Smaruers. The reason I asked that is I was not on this 
committee in 1951, but in looking over the report here just a moment 
ago, t hey wrote that the 1950 volume of the nonscheduled airlines was 
equivalent to 2.8 percent of the passengers carried by the certificated 
airlines, and 9.6 percent of the total revenue passenger-miles of the 
certificated airlines. I just wondered if this $5 million represented 

higher percentage than this 9.6 percent. In other words, are they 
doing you more damage or is it less damage, or is it substantial damage 
to you? 

Mr. Ramspecx. I think it is substantial, and the fact is that they 
concentrate on the heavily traveled routes between the major cities, 
and leave us with the sole responsibility to serve places like Vero 
Be ac ‘+h, and Melbourne, Fla., and Gainesville, and Ocala; they do not 
touch those because they are not profitable operations. 

The CHArman. What type of passengers were they transporting? 

Mr. Ramsreck. Well, the same type we transport, Senator. 

The Cuarrman. There would not be a group of soldiers? 

Mr. Ramsreck. No, sir; not in this operation that is described here. 
‘They do engage in the t transportation of military passengers. 

The CHairrman. Yes. 

Mr. Ramsrreck. Not only individual passengers, but also group 
movements by the military; it is just as the scheduled air carriers do. 

The CHatrman. You may proceed, Mr. Ramspeck. 

Mr. Ramspeck. I am certain that the concern which you have indi- 
cated with reference to this type of transportation is not that it be 
provided by any particular type of carrier, but merely that it be 
provided. 

In that connection, I would like to point out to you that Eastern 
operates more coach service in terms of passengers ae any other air 
carrier, and is second in terms of passenger miles. ‘rans World Air- 
lines provides more aircoach passenger miles than evar but that 
is because its routes are longer than are Eastern’s routes. 

Eastern every 24 hours provides 7 round trip aircoach flights along 
the east coast, between New York and Miami, 3 of which are day coach 
flights. Eastern also provides 4 round trip aircoach flights between 

Chicago and Florida, 2 of which are day coach flights. Eastern fur- 
ther provides 2 round trip aircoach flights between Detroit and 
Cleveland on the one hand and Florida on the other hand; and 4 round 
trip aircoach flights between New York and New Orleans and Texas. 

Senator SmarHers. Let me ask this question. 

Mr. Ramspeck. Yes. 


* (Following is information subsequently supplied by Mr. Ramspeck) : 

Eastern’s domestic passenger revenue in 1951 was $87,471,016. If we had received the 
$5,003,710 diverted by nonscheduled carriers it would have been $92,474,726. 

The diversion from domestic operations, therefore, was 5.41 percent. 

Eastern Air Lines’ air-coach revenue between New York-Miami for 1951 was $5,112,195. 

The nonscheduled revenue between New York-Miami was $3,849,137, or 42.95 percent. 
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Senator SMATHERS. What is the comparative rate of the nonsched- 
uled airlines running between Miami and New York as against the 
oach fare which Eastern Air Lines charges? 

Mr. Ramspeck. Senator, I am sorry. I do not have the figures. I 
iink it is less. 
Senator Smaruers. In other words, does the nonscheduled airlines 
irge less than your coach flight or are they relatively the same? 
Mr. Ramsreck. Well, they are not too much different, I think, but 
ightly less, as I recall it. I will be glad to supply those figures for 
ou I can also assure you that Eastern will continue to provide 
nore and more aircoach services just as fast as the market will absorb 
them. I feel sure that the other certificated carriers have the same 
ittitude toward the provision of low fare, aircoach services. 

Senator SmaruHers. May I ask a question right there ? 

ee RAMSPECK. Sure. 

enator SmarHers. You say you would be willing to supply air- 
ach service just as quic kly as the market could absorb a thought 
our complaint was that the nonscheduled airlines were taking this 
uket?/ Do you mean if the nonscheduled airlines were not per- 
mitted to run between New York and Miami that Eastern then would 
run more coach service ¢ 
Mr. Ramspeck. Yes; I am sure we would, Senator. You have to 
ive a very high load factor at the coach rate to make it pay. 
Senator SmaarHers. Do you have to go before the CAB to get per- 
nission to run additional coach flights? 

Mr. Ramsprcx. No; I do not think we have to have any permission 
from the CAB to increase our schedules. 

nator SmarHers. You could then, if you wanted to, offer to the 

public more coach flights between Miami and New York, and so adver- 

se them if you wanted, if you thought there was a sufficient market 
for it? 

Mr. Ramsreck. Yes; if we could get the loads that would justify the 
lower fare. You have to have about an 80-percent load factor to 
make any money at the coach rates. 

Senator Smaruers. You feel that the market is served right up to 
the fullest now by Eastern and the other certificated airlines and the 
nonscheduled airlines on this coach fare ? 

Mr. Ramspreck. I think that is true. Of course, there are certain 
periods of the year, as you know, between New York and Miami, when 
it is difficult to supply the demand, but we cannot keep on hand equip- 
ment that costs $114 million per unit and keep it idle a good part of 
the year. 

The CuHarrman. Then, Mr. Ramspeck, if and in the event that you 
have to deny 10 or 15 passengers reservations on a certain flight at 
a certain time of the year, what are those passengers going to do? 
Are they going to wait until the next flight or are they going to go 
searching around to see who will haul them down there when they 
want to go? 

Mr. Ramspreck. I guess it depends, Senator, on how anxious they 
are to get there at a particular time. We are in competition with the 

railroads and buses down there, too. 


‘(Following is information subsequently supplied by Mr. Ramareck :) 
The nonse hedule ad fares between New York-Miami, one-way, are $35 and $39, depending 


upon the carrier used. The round-trip fares for the nonscheduled carriers are $69.57 
$70, and $74.10 Eastern’s one-way coach fare is $44, and its round-trip fare is $88 
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The Cuarman. Assuming, however, that a person is given his 
vacation, and he decides that he is going to get down South just as 
quickly as he can because he does not like this inclement weather. He 
tries to make reservations and he cannot make a reservation on your 
line; he cannot make a reservation on another line. He starts shop- 
ping around for some way to get down there just as speedily as 
possible. 

Mr. Ramspeck. That is right; he would probably do that. A lot of 
them do it and, of course, that is one of the reasons why the nonsched- 
uled operators have been able to carry a considerable volume of busi- 
ness at certain periods between New York and Miami. 

The main reason, however, is that they have cut the rates and they 
only fly when they have a full load, and they are not required to keep 
any schedule. 

The Cyaan. I realize, Mr. Ramspeck, that you definitely have 
a problem. Last week, because of a certain legislative problem, I had 
to be out in the central part of the United States and I just had a 
terrible time getting a reservation. 

Mr. Ramspeck. Yes. 

The Cuairman. I had aterrible time. However, I secured reserva- 
tions on a regular chartered flight. 

Mr. Ramsreck. Yes. 

The Cuamrman. But I did have quite a problem and I was a standby 
for about 48 hours before I succeeded in getting reservations. 

Mr. Ramsreck. Yes. 

The Cuarman. In the event that situation existed and somebody 
just did not have too many days’ time to plan, he would have to turn 
to whatever arrangements he could make. You could not possibly 
have enough equipment to accommodate a certain route in certain 
seasons of the year because, as you stated yourself, you would have 
equipment lying idle that would be deterioriating. It would be a 
tremendous expense to the en, if you had the equipment to take 
care of the peak load and then that equipment was put in dead storage 
while it was awaiting the next season’s peak load. 

Mr. Ramsprck. That is right, Senator. 

The Cuamman. That is one problem that is involved here and I 
think Congress recognized that when they took into consideration that 
you might not have any earnings and, therefore, they did make provi- 
sion to subsidize you in order that the service would grow and be given 
an opportunity to stay in existence. 

Mr. Ramspecr. Yes. 

Of course, the Civil Aeronautics Board has the authority under the 
act to look into the adequacy of the service rendered by a carrier, and 
require them to render adequate service if they are not doing it; and, 
if they will not do it or cannot do it, then they can certificate some- 
body else to operate over that route; and, as T have stated in here, 
Eastern’s routes have been not only duplicated but triplicated 

We are celebrating our 25th anniversary today. 

The Cnarrman. You have a remarkable record. 

Mr. Ramsreck. One of our pilots, Mr. Eugene Brown, left Atlanta 
this morning in one of the original mail-wing planes that carried 
nothing but mail, which will duplicate that original flight from At- 
ianta to New York. A few years later it got a route from Atlanta 
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» Miami and, Senator Smathers, we are today celebrating our 25th 
nniversary. We have the old original plane; we have one of the old 
hi ads that were flown in World War I, that Rickenbacker flew as a 

ghter pilot in World War I. 

“The Cuamman. We were mighty proud of Captain Rickenbacker 

len we were over there in France in 1918—very, very proud of him. 

Mr. Ramsreck. Thank you, Senator. We had him down in Miami 
ast Saturday taxiing that old Spad around; we did not let him take 

off though. 

Senator SmarurErs. I saw the whole program—not the whole pro- 

cram, but movies of it on Dave Garroway’s show this morning. 

Do you not think that the average airline rider would rather ride 
vith Eastern or some certificated airline before he would ride with a 
onscheduled airline ¢ 

Mr. Ramspeck. Senator, I think he would if he understood all of 

the facts about air transportation. Unfortunately, a lot of people do 
ot. Ido not think there is any question about the fact that the more 
recautions that are taken the safer the operation will be—in fact, the 
Civil Aeronautics Board and the Civil Aeronautics Administrator 
equire certain things of a certificated carrier which are not required 

f the noneertificated carriers. 

Senator SmMarukrs. My point is this: As you know, during the 

uter season at Miami people have to fore reservations in some 
stances 2 and 3 months in advance. It has been my opinion that 

ey would prefer to ride, ordinarily, a regularly scheduled airline. 

Do you think that they go to these other airlines bec: ause they cannot 

flight, they cannot get a reservation, on the regular certificated 

rlines¢ In other words, ‘these nonscheduled airlines are sort of t: aking 

business that actually cannot be filled by the regularly scheduled 
rlines. Is that a fact—is that your opinion ? 

Mr. Ramsreck. That may be a part of it, Senator, but they do not 
onfine themselves to the peak season. 

lor instance, as you know, from now until next fall the demand for 
travel to Miami from the eastern part of the country and from 
( hicago will not be nearly as heavy as it was in December, January, 
Febr uary, and March, but they still skim some of the cream off be- 
iuse they offer a lower rate, and many people do not understand that 

‘certifcated carriers, in my opinion, are in better position to offer 
them a safe flight. 

Senator SmarueErs. Did you not say a moment ago there was no sub- 
stantial difference between the price charged by the nonscheduled air- 
lines and the coach flights by Eastern, for example ¢ 

Mr. Rawspeck. Well, I do not think it is a very great difference, but 
there is some difference. 

Senator SmMaruers. So, actually, the price is not a real persuasive 
matter ina person’s dee iding whether he is going to ride Eastern coach 
light or a nonscheduled airline? 

Mr. Ramspreck. Well, I think it is persuasive with some people. 

Senator Smaruers. But, of course, some people, myself included, 
would like to save 50 cents wherever we can. 

Mr. Ramspeck. Sure. 

Senator Smaruers. However, as you say, the price is not substan- 

tially different. What I am driving at is: Do you think that the reason 
the nonscheduled airlines are doing as well as they are doing, for 
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example, in flights to Miami is because there is a lack of service in the 
winter season by the certificated airlines, and that these people are 
meeting a need ¢ 

Mr. Ramspreck. Well, I am quite sure, Senator, at certain periods, 
particularly on weekends, the certificated carriers could not have 
enough equipment to meet the total demand. If they did, as I said 
to the chairman here awhile ago, they would go broke because they 
would have these planes sitting around idle at other periods of the 
year, and that not only applies to Eastern; it also applies to National, 
which operates over the same route, and you just cannot have a million- 
and-a-half-dollar airplane sitting around idle much of the time and 
make any money. 

Senator Senanene, Then, you would not want the general public 
to suffer, would you, by having even the nonscheduled carriers not run 
in that peak period, by saying that they cannot run, and yet admitting 
that possibly the certific ated airlines do not meet the demand / 

Mr. Ramsreck. I think we would meet the demand all right if we 
had this unregulated competition out of the way, and we are trying 
to increase our capacity as rapidly as we can get the money to buy 
the planes. As you know, Eastern is now in the process of a $100 
million equipment program. Just this past week we bought 6 addi- 
tional super-Constellations, 88-passenger planes, 

But I think your question goes to the philosophy of regulated compe- 
tition, Senator. Congress—the Congress of the United States—back 
in 1920, first decided that the transportation in this country was a 
situation in which we should not have unregulated competition. They 
applied to the railroads at that time the theor y of regulated competi- 
tion. It has since been applied to the motor carriers, both freight and 
passenger, to the water carriers, to some extent, and to the air carriers; 
and I think your question goes directly to that. 

The Board has authority to require adequate service by the certifi- 
cutee carriers, but if we are to be subject to such diversion as these 

5 million in 1 year on one route, how can we build up the capacity to 
meet that demand ? 

As Mr. Carmichael pointed out to you, in 26 years their company 
paid one 25-cent dividend. Eastern has been more fortunate under 
the hard-boiled management of Capt. Eddie Rickenbacker, and every 
year since he has been in charge of it, since 1938, I believe it was, 15 
years ago, they have made some money, but they have not been able to 
accumulate enough profits to increase their fleet. They have had to 
go out and borrow money and sell more stock, but the stockholders in 
Eastern, the stock now is only paying at the rate of about 2 percent, 
and, as you know, it is pretty difficult to get money to finance an opera- 
tion on that basis. Even our Government now is having to pay more 
than that, I think. I think we will meet the demand all right. It is 
going to take some time to do it. 

Thus, this committee can rest assured that the American public will 
continue to receive from its certificated air carriers the maximum 
volume of low fare air-coach service. 

As this committee knows, the methods of competition among the 
certificated air carriers are ¢ ‘losely controlled by the Civil Aeron: uutics 
Board. That is not true of the irregular air carriers 
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For example, few irregular carriers have their own traftic depart- 
nents. That is, they do not have personnal whose duty it is to go 
out and sell air transportation, or to take reservations. Those fune- 
tions are performed for most irregular air carriers by ticket agencies. 
Since those agencies are actually ‘the agents of the irregular carriers 
involved, the irregular carriers must ‘be responsible for their acts. 
Yet in actual fact they have exercised practically no control over such 
ticket agencies. 

The result has been that a given ticket agency will represent to the 
public that it can provide 1 egular, scheduled service between a par- 
tic ular pair of points, relying upon the fact that it can probably 
secure transportation over one irregular carrier or the other at the 
time desired. In some instances, of course, there has been an actual 
prearrangement of coordinated schedules between different irregular 
carriers in order to provide such regularly scheduled service. 

Obviously, it is easier to sell a service which is available regularly 
than one which may be offered on sporadic occasions. Thus, there is 
always an incentive on the part of irregular air carriers and ticket 
agencies to coordinate their services to provide a regular, frequent 
route-type service which may be so held out to the traveling public. It 
is with respect to this practice that most of the diffic ulties with the 
irregular carriers have originated. 

Eastern is of the opinion that there is a place in the Nation’s air- 
transportation system for irregular carriers which are willing to 
provide services which are truly supplements al and auxiliary to the 

scheduled air services which now are or may be authorized by certifi- 
cates of convenience and necessity. Obviously, however, any services 
which are directly competitive with certificated services must be au- 
thorized only after meeting the requirements for issuing certificates 
of convenience and neces ssity. It would be grossly unjust to set up 
different standards for authorizing services to different classes of 
earr ie rs. 

[t is interesting to note that several carriers have appeared in the 
large irregular carriers investigation, to which I have previously re- 
ferred, and stated that they could operate economically if they were re- 
stricted from operating regular, frequent, route-type services, and 
confined merely to charter or fixed-base operations, including charter 
operations for the military. We believe that a sufficient number of 
such carriers are willing to operate on such basis as to insure the pro- 
vision of any supplemental services which may be required by the 
publie. There is a group of carriers, however, many of which have 
appeared before this committee, who insist that they can operate 
economically only if they are granted the authority to operate regular, 
frequent, route-type operations. We believe th: at those carriers are 
not sincerely interested in providing a service which is needed by the 
public, but merely are attempting to enter, through a back door what 
tise believe to be a more profitable field of operation without regard 
to the public convenience and necessity. Because this type of carrier 
has been more vociferous in its demands, we believe that this com- 
mittee may not actually have been aware of the fact that a substantial 
number of the irregular carriers themselves believe that there is no 
need for them to operate the regular, route-type services condemned 
by the Civil Aeronautics Act and the Board’s regulations. 
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We believe that the Civil Aeronautics Act is a good guidepost for 
the regulation of the air-transportation industry, and we do not be- 
lieve that a small group of self-willed persons can arrogate to them- 
selves a position superior to the law established by the Civil Aero- 
nautics Act, and the agency created by it, the Civil Aeronautics 
Board. There is no question in my mind but that if these people would 
seriously present their cases to the Civil Aeronautics Board, and re- 
quest no treatment preferential to that which has been accorded to 
others, their arguments would be receive serious consideration from 
the Civil Aeronautics Board. In fact, in the large irregular carrier 
investigation, the Board is doing its best to process applications it 
has requested from such carriers, despite dilatory efforts by those 
carriers themselves to slow down the Board’s processes. 

In conclusion, I would like to urge this committee to consider the 
necessity for upholding the standards of the Civil Aeronautics Act 
with partiality to none, and with fair treatment to all. That is all 
that we ask. 

Senator, I would like to just add this: In substance what we are 
contending here is that Congress made a wise decision in 1938, and 
set up a method by which anybody who wants to get into the air- 
transportation business can present the facts, showing the need for 
their services, and the Board decides whether they shall be permitted 
to operate or not. We think it is a good system. 

The CHarrman,. | agree with you. 

Mr. Ramsreck. Yes. I am quite sure myself, Senator, that unless 
we have that system, 75 percent of the cities in the United States to- 
day that are getting air service would not have any air service. 

The air-transportation industry—and so do the railroads to a cer- 
tain extent in the passenger business—operates like the Post Office 
Department does. We have got 40,000 post offices in the United States. 
Thirty thousand of them, approximately, do not take in enough money 
to pay the postmaster and the clerks in the office, and yet it is the whole 
system, and that is what Congress had in mind in their regulated 
system of air transportation. 

New York-Miami, New York-Los Angeles, New York-Chicago, and 
New York-San Francisco, and the major cities have to carry the 
burden, and the services rendered to these small communities are pos- 
sible because we can make some money out of the big cities. If we are 
going to have the big volume of traffic siphoned off by people who fly 
only when they get a full load, who do not have to comply with all 
the costly regulations that we have to comply with,-do not have any 
weather-reporting service, they do not have any flight dispatchers, 
they do not have the maintenance facilities that we are required to 
have, and which are inspected—Senator Smathers knows that Eastern 
is just completing a big building down there at Miami that is cost- 
ing us millions of dollars, with 29 acres of 10-inch concrete around 
that building. The building is as long as the Empire State Build- 
ing is high, and every operation that we carry on there is in accord- 
ance with the regulations laid down by the Government. 

If we are to continue that type of service to the American people 
we must have the protection which the Civil Aeronautics Act affords, 
and I emphasize again that if we are not giving the service that is 
needed between any 2 points, the Board has authority to require it 
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ther from us or to certificate another carrier in there, and we say 

at these people ought to take the same route the law provides if 
they want to operate between New York and Miami or between any 

other points on the Eastern system, and we will be glad to meet 
them on the basis of the law, and let the Board decide. 

Che Cuarrman. Thank you, Mr. Ramspeck. 

Senator Smaruers. May I ask a question right there? 

The CuarrMan, Yes; you may. 

Senator Smatuers. During the peak season, for example, in Miami, 
vhen none of the certificated airlines by reason of not having enough 

quipment or for some other reason, are able to meet the demand for 
lr transportation to and from New York, do you think that under 
those conditions nonscheduled airlines should then be permitted to 
operate ? 

Mr. Ramspeck. I think that is a matter that should be decided by 
he Board, Senator Smathers; that is the very point of our argument. 
\s it is now, they just hop in. 

Senator Smatuers. Leave that up to the Board. Is that what you 
say ¢ 

Mr. Ramspeck. Yes, sir. Keeping in mind, of course, that the pur- 
pose of the act was to develop a well-rounded transportation system 

air for this country, and that if you are going to have that in the 
maller communities, you have got to make some sacrifices to keep 
financial stability. 

| know it is generally considered that all airlines are subsidized. 
Eastern Air Lines has not had any subsidy in 15 years. 

Phe CuatrmMan. Fortunately, you have done so well that you got 
yourself up above the category of subsidy or into the category where 

sidies are not permissible. Is that not true? 

Mr. Rawspeck. That is right, Senator. We get the lowest mail 
rate that any airline gets, which is 45 cents a ton-mile. 

lhe Cuateman. You have a commendable record, there is no ques 
tion about that. I, as a member of Congress, am fully appreciative 
if the record you have established in American aviation. 

Mr. Ramspeck. Thank you, Senator. 

Senator SmarHers. May I ask you one more question on this other 
point? I am seeking education as much as anything else. When you 
say you get 45 cents a ton-mile you, of course, have reference to your 
airmail contract ? 

Mr. Ramspecx. Well, it is not a contract, Senator. There are no 
more contracts, and have not been since 1938. But the Board, after 
hearing, fixes a rate which the Post Office Department shall pay for 
the transportation of mail. In our case it is the lowest rate fixed, 
vhich is 45 cents a ton-mile, and it applies also to American and to 
lrans-World, and to United. Our competitor on this heavy route, 
National, gets 53 cents a ton-mile. 

Senator Smaruers. The Board, of course, makes different rates for 
different airlines, depending apparently on how well they are doing. 
Is that a fair statement ? 

Mr. Ramspeck. Well, they have 2 groups of what they call ser 
ce rates, and 1 is 45 cents, and one is 53 cents, and I would not con- 
tend that that 53-cent rate is not a fair rate, and not a service rate. 
It costs more money to do business on a smaller volume in any busi- 
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ness than it does on a large volume, and I think that is the justification 
for the difference of 8 cents a ton-mile. 

Senator Smaruers. Do you not think that is where some confusion 
arises about this subsidy? Some people might believe that because 
the Government allows a higher rate per ton-mile to some airlines 
than they do others, that they are giving some airlines what amounts 
to a subsidy ¢ 

Mr. Ramsreck. Yes. I think that is true, Senator. 

Of course, the Board until recently, I think a couple of years ago, 
only fixed one rate; they did not fix a service rate, and an additional 
amount for subsidy. 

Now, by administrative action they fix a service rate, and if the 
airline needs more money under the Civil Aeronautics Act, they also 
provide for an additional payment. It is all actually in one rate, but 
they separated it administratively. 

As I understand it, and as you know, I was out of the air-transport 
business for a couple of years, and I am not too familiar with what 
happened in those 2 years, but as I understand it, the rate received 
by Capital and National and Delta and several others is 53 cents a 
ton-mile, which has been found by the Board to be a service rate, and 
those companies are not getting any additional money, so far as I 
know. 

There are other carriers, primarily the so-called feeder carriers now, 
who get a subsidy, and if we are to have that type of service, I think 
they will have to have a subsidy for a long time to come. But East- 
ern, American, Trans-W ara and United, the so-called Big Four that 
were mentioned by Mr. Carmichael, they do not get any subsidy, and 
Eastern has not had any since Captain Eddie took hold of it 15 years 
ago. 

The Cuatrman. Thank you, sit 

Senator Hunt. I want to ask some questions, Mr. Chairman. 

The Cratrman. All right, Senator. 

Senator Hunr. | apologize, Mr. Chairman, for having to leave the 
hearing, but it was unavoidable. 

I want to ask you, Mr. Ramspeck, what percentage of your income 
is derived from carrying mail. 

Mr. Ramspeck. Senator, I have not that figure with me. It is a 
very small percentage. Eastern is not a large mail carrier in the 
Big Four group. I would say that it is less than 3 percent, but I will 
be glad to furnish you with that figure. 

Senator Hunr. If you know approximately, I do not care to know 
exactly ; I just want an idea 

What percent of your total revenue is derived from your express 
business ? 

Mr. Ramsreck. I have not any of those figures with me. As TI recall 
the figure, I think about 80 percent of our revenue is from passenger 
business, and the other is split between freight, express, and mail. 

Senator Hunr. Do you happen to know the relative charge per 


ton-mile airmail as compared with railroad mail ? 

Mr. Ramsreck. Well, it is higher, Senator, then the railroad per 
ton-mile. Actually, there is not a great deal of difference on certain 
routes. For instance, New York to Chicago, our distance is a little 
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horter, and I think, as I recall the figures, there is a difference of 
ibout 10 cents a ton-mile for our service, which is 5 times as fast. 

Senator Hunt. It should be higher, of course; you afford a differ- 
ent service, you are more rapid, 

Mr. Ramsprcx. We are getting less money for carrying mail today 
than ever before, and the railroads are getting more. I do not say they 
ire not entitled to it. I just point out their rates have gone up 95 
percent for the carriage of mail in the last few years, and ours have 
gone down. 

Senator Hunv. Still, the airmail is profitable to the Post Office De- 
partment. I guess you knew that, of course, without my telling you 
that—that is, the airmail stamp is profitable? 

Mr. Ramsreck. Yes. The revenues that they get compared to what 
they pay out is pretty good.® 

Senator Hunt. Ihave no more questions. 

The Cuarrman. Thank you again. 

Mr. Ramspeck. Thank you very much. 


(The following exhibit, CAB Docket No. 5132 et al., EAL-41, sub- 
mitted by Mr. Ramspeck, is referred to on p. 57.) 


Exursit No. 41 


The so-called irregular carriers have diverted a large volume of Eastern’s 
domestic traffic to and from Miami, 1951 








Percent of EAL rev- 
total traffic . enue actu- 
Passengers | Passenger- between a xt - ally 
Between Miami and— subject to | miles subject points ; — ; og diverted at 
| diversion to diversion | carried by Sovua; $0.04 per 
EAL in diverted passenger- 
| March 1950 mile 
eeeeneeneee | ‘ 
\tlanta 
Conti: ental Charter | 5 2. 990 
Conner | 50 29, 900 
Miami | 150 700 
Pe insular 96 57, 408 
Miami (via NYC | i 50S 
Total... isan 302 178, 596 50. 06 91, 012 $3, 641 
Ston | 
Miami-_..- 32 41, 088 
Miami (via NYC) 1 1, 284 
otal 33 42, 372 95, 92 40, 648 1, 626 
Buffak } 
Continental Charter... -. 215 299, 280 
Continental Charter (via PIT 133 185, 136 
Continental Charter (via CLE- 
PIT) 10 13, 920 
Total 358 498, 336 66, 07 329, 251 13, 170 
surbank 
Aero 1, 750 4,53 
Peninsular 516 l, 
Continental Charter 30 
lrans-Ocean . 32 
Aero (via Dallas) 3 
Continental Charter (via CLE 
lotal 2 336 6, 050, 240 6. 35 384, 190 15, 368 





nington, Ind.: Capitol 23 23, 207 ” 
isVille: Coastal Cargo 2 2, 572 55, 21 1, 420 








Information subsequently supplied by Mr. Ramspeck : 
In 1951 payment for the carriage of mail was 2.58 percent of Eastern’s total operating 
nceome 
In 1952 it was 2,218 percent. The total revenue in 1952 from air express was $1,650,341. 
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2, 611, 572 
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3, 982, 5RS 
399, 56 
582, 326 
526, 584 
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1, 962, 830 
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34, 394 


61, 672 
422, 216 
123, 344 
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56. 928 
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34, 580 
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27. 278 

13, 046 
946, 428 
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188, 496 


4, 760 
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2, 360 
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2, 856 

2, 856 
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1, 904 
1, 904 

952 
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1, 915, 796 
5, 274 
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266, 204 
19, 638 
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The so-called irregular carriers have diverted a large volume of Hastern’s 
domestic traffic to and from Miam, 1951—Continued 
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93. 8&9 1, 844, 965 
5. 26 59, 298 2, 372 
(5. 49 23, 020 921 
4.00 725 20 
95. 59 11, 423 457 
2.12 190 S 
62. 00 80, 278 3, 211 
100, 00 56, 776 2, 271 
90. 00 99, 720 3, YSY 
91.48 649, 206 25, 968 
62. 74 69, 359 2,774 
100. 00 94, 500 3, 780 
97.82 35, 959 1, 438 
2. 20 1, 321 53 


No traffic in March 1950, but EAL now sole carrier operating into Gainesville. 
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he so-called irregular carriers have diverted a large volume of Eastern’s 
domestic traffic to and from Miam, 1951—Continued 
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North Star 4 57, 400 
wth American (via PHL-DCA 59 64, 900 
American Air l'ransport Via 
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The so-called irregular carriers have diverted a large volume of Eaatern's 
domestic traffic to and from Miami, 1951—Continued 
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total traffic . enue actu- 
Passengers Passenger- between E AL yee aa 
Between Miami and subject to miles subject points senger-miles diverted at : 
diversion  todiversion carried by actually $0.04 per : 
EALin diverted passenger- § 
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Pittsburgh x bat 
Continental Charter 5, 778 6, ; 
Conner 46 
Trans-Ocean 28 
Ameriean Air Transport &3 
Mid-America 44 
Modern (via NYC-PHL 1 
Continental Charter (via NYC) 1 a 
Continental Charter (via CVG- ; 

YIP) . 6 6, 648 
Continental Charter (via BU F) 425 470, 900 
Continental Charter (via YIP) 12 3, 296 
Continental Charter (via CLE- 

YIP) 223 247, O84 
Mid-America (via CLE-YIP) 6 6, 648 
Continental Charter (via CLE) 116 128, 528 
Continental Charter (via YIP- % 

CHI 1 1, 108 ° 7 
Argonaut (via YIP-CLE-CHI) 2 2, 216 é Mt 
Mid-America (via YIP-CLE- 2 W 

CHI) .. 4 4, 432 ; 
Continental Charter (via BU F- 7 

CLE 34 37, 672 

Total 6, 810 7, 545, 480 90. 00 6, 790, 932 $271, 637 

Richmond 
Miimi 7 5, 908 : 
Argonaut 22 18, 568 : 
Total 29 24, 476 99. 35 24,317 073 
Rochester, N. Y ; 
All-America 112 151, 648 i 
Mi:mi 100 135, 400 g " 
‘ 
Total 212 287, 048 64. 20 184, 285 7, 371 @ 
* 
St. Petersburg v 
Continental Charter 34 71, 060 
Peninsular 10 2, 090 
Southern 36 7, 524 
Peninsular (via CHI-CVG ] 209 
Aero (via CHI l 209 
Southern (via CHI-CVG 1 209 
Total R3 81, 301 1s 146 6 | 
San Antonio: Aero 27 34, 803 3k. 64 13, 448 538 
San Francisco : 
Aero 25 76 050 
Peninsular 42 127, 764 
Total 67 203, 814 11. 56 23, 561 942 
Savannah: 
Continenta)] Charter 21, 750 
Conner 67, 425 
Trans-Caribbean 161, 385 
Modern 19, 140 
Total ; 620 269, 700 45.49 122, 687 4, 908 7 
Seattle-Tacoma: Miami 6 17, 610 15. 43 2, 717 109 ¢ 
Sioux Falls, 8. Dak.: Caribbean-Amer- ; 
ican ‘ 54 94, 662 


Sebring, Fla.: Argonuut 7 952 
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The so-called irregular carriers have diverted a large volume of Eastern’s 
domestic traffic to and from Miami, 1951—*Continued 





a of EAL rev- 
total traffic . : enue actu- 
Passengers Passenger- between ‘ E A L 1 ally 
Between Miami and subject to | miles subject points a diverted at 
diversion | to diversion | carried by |  Giverted $0.04 per 
EALin iver ees passenger- 
March 1950 mile 
Aer 167 34, 068 
Modern 41 8, 364 
Peninsular w) 18, 360 
Miami 536 109, 544 
Southern 125 25, 500 
North American 22 4, 488 
Continental Charter 100 20, 400 
Conner (via NYC) 3 912 
Miami (via NYC) 19 3, 876 
Capitol (via BWQ) 27 5, 508 
AAT (via Cherry Point) 15 3, 060 
AAT (via NYC-PHL) 4 816 
Miami (via NYC-PHL) 1 204 
NAA (via CHI-CVG) 7 1, 428 
Miami (via CHI) l 204 
Total 1, 158 236, 732 79. 42 188, 013 $7, 521 
Conner... 40 50, 640 13. 95 7, 064 283 
. 
hington 
Continental Charter 179 165, 038 
Miami 2 1, 844 
Peninsular 204 188, O88 
North American 45 41, 490 
Aer 19 17, 518 
All-America 50 46, 100 
NAA (via PHL-N YC) 7 6, 454 
AAT (via PHL-NYC &} 4 3, 688 
Continental Charter (via N YC) 13 11, 986 
NAA (via NYC) 1 922 
Peninsular (via NYC) 36 33, 192 
Aero (via NYC) 46 42, 412 
Total 606 558, 732 69. 54 388, 542 15, 542 
nington, Del.: Continental Char- 
er 50 | 50, 900 100. 00 50, 900 2, 036 
West Palm Beach: 
Nationwide 22 1, 364 
Conner 32 1, 984 
Southern 41 2, 542 
United Export_. 47 2,914 
World 38 2, 356 
All-American 12 744 
Totas 192 11, 904 89.15 10, 612 425 
ling Green, Ky.: Capital (via 
rTPA 1 871 100. 00 871 35 
Cherry Point (New Bern), N. C.: 
AAT (via TPA) 1 824 | 4.00 33 1 
Raleigh-Durham, N. C.: Miami (via 
NY¢ 1 709 100. 00 28 
Grand total 174, 530 193, 871, 263 |. . 125, 092, 658 5, 003, 710 


Sources: So-called irregular carrier traffic from Miami Airport log; their passenger-miles calculated using 
airport to airport miles. Percentage of EAL traffic derived from the total traffic carried as shown in the 
iirline traffie survey of March 1950. 


Note.—On multiple-stop trips, traffic prorated and attributed to appropriate cities based on percentages 
of total traffic from the March 1950 airline traffic survey. 


The CHarrman. The next witness will be Mr. Warren Pierson, chair- 
ian of the board of Trans-World Airlines. 
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STATEMENT OF WARREN LEE PIERSON, NEW YORK CITY, 
CHAIRMAN OF THE BOARD, TRANS-WORLD AIRLINES, KANSAS 
CITY, KANS. 


Mr. Pierson. Mr. Chairman, my name is Warren Lee Pierson. Iam 
chairman of the board of directors of Trans-World Airlines. 

We appreciate this opportunity to appear before your committee. 

I have a brief statement which, in general, covers the role of irregu- 
lar carriers in air transportation. 

Because the time is late, I will try, if possible, not to repeat some of 
the things I have heard already this morning. 

The Cuairman. All right, sir. 

Mr. Prerson. It just happens that Trans-World Airlines is now the 
leader in making available to the public scheduled air transportation 
at the lowest rates consistent with safety and economy. TWA operates 
more scheduled sky-tourist passenger miles within the United States 
than any other airline. 

As a matter of fact, we carry about 25 percent of all of such traffic. 
It was among the first, I think it was actually the first American-flag 
line, to offer sky-tourist transportation to Europe. 

Over 50 percent of our domestic capacity, and 70 percent of our 
transatlantic capacity is devoted to this low-fare service. I say that 
to show that we are in the business. 

You might think that we would be completely hostile to the irregu- 
lar carriers or any enterprise that might offer incidental competition. 
That is not true. We have never taken the view that there is no place 
in the aviation industry for the irregular carriers. 

The basic problem, as we see it, is one of defining the functions as 
between the classes of carriers so that the public interest is best served. 
It is not primarily a problem either of protecting or enhancing the 
interests of any special business group. 

Unfortunately, however, this basic problem has become obscured 
because some—I do not mean all—representatives of the irregular in- 
dustry have leveled a lot of broadside attacks against the whole system 
of regulated air transportation. Some of these have been unfair, and 
have done nothing to solve the basic problem. 

I am going to do a bad thing from the standpoint of a lawyer; I am 
going to anticipate what the defense is, but that is about the only way 
we can handle the matter here. 

First, it has been alleged that the CAB has failed to fulfill its duties 
under the Civil Aeronautics Act to foster the development and ex- 
pansion of air transportation. 

Nothing could be further from the truth. In 1938 the Board inher- 
ited a basic air-transportation system of about 36,000 route miles, serv- 
ing approximately 175 communities. The services which were pro- 
vided were infrequent, and the equipment, by our present standards, 
was small and slow. 

By 1952, this system had grown to 166,000 route miles, serving some 
700 cities, 

Now, of those 700 cities, about 550 are actually getting service, and 
the other 150 have been where airlines have been certificated to them, 
but they are not operating. I want to make that clear for the record. 
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The volume of passenger traflic has grown from less than 1% billion 
assenger-miles to more than 12 billion passenger-miles, or 2,600 
ercent. That is a very noteworthy expansion from 1938 to 1952. 

In many of the major markets there are schedules virtual'y day 

ind night, in many cases practically on the hour, and these schedules 
carried out by multiengine equipment of speed which is far supe- 

or to those in use in 1938 

Second, it has been charged that the Board has failed to permit 
ew blood to enter the air-transportation industry. This will not 
bear analysis. 

While it is true that 16 domestic units existing in 1938 have been 
duced to 14 through mergers, there has been a nationwide system of 
6 additional local service carriers created, plus 3 large cargo sys- 
ems, including 2 full-blown transcontinentals. This is from 1938 

to 1952 . 

\t the same time, both the certificated and the irregular carriers 
have expanded greatly. In addition there is a wide system of inter- 
national routes operated by 11 American carriers, which has suc- 
eeded the international monopoly which the CAB inherited in 1938. 
We submit that these developments have offered wide opportunities to 

i\vone genuinely interested in air transportation. 

“Third, it has been stated that the Board has failed to permit sufli- 
ent competition, and has thus minimized the benefits of the tradi- 

tional American system of free enterprise. 

it is true in cases of local service lines and the smallest trunk lines, 
uch as Colonial, the Board has been reluctant to permit paralleling 
ervices, because a substantial portion of the costs of these operations 
as been borne by the Government. 

The balance of the airline system, however, is intensely competi- 
ve. This is particularly true in the long-haul markets. In the New 

York-Chicago-California markets, for instance, there is the greatest 
possible concentration of first-class and coach schedules, with modern 
equipment supplied by TWA, United, and American. 

Kighty-two percent of TWA’s domestic oe in major markets 
< subject to effective competition from at least 1 airline, more often 
than not 2. 

Over segments of our system we are in direct competition for busi- 
ness with six of the other major trunklines. 

For freight we have the added competition of two transcontinental 
ur-cargo lines over our entire system. I can assure you that the 
aggressiveness of these carriers in these markets requires of us the 
; highest possible standards of service. 

I believe that there is more competition in the air-transportation 
system today than if it were completely unregulated. 

We have all observed the tendency tow ard centralization in major 
unregulated industries to the point where a handful of units dominate 
the entire field, and I am sure that in a completely unbridled com- 
petitive atmosphere, the air-transportation system would have under- 
zone the same evolution. As a matter of fact, it has been stated by 
those who have made studies that the air-transport industry is cne 
of the most intensely competitive in the United States today. 

Fourth, it has been charged that the Civil Aeronautics Board: has 
devoted its energies exc ‘usive ely to the existing certificated carriers and 
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has neglected the irregular carriers. I will make several comments 
on this point. . 

Congress, in the Civil Aeronautics Act laid down certain standards 
for the Board to apply in passing upon applications for new air serv- 
ice. These standards, which have become traditional in the field of 
regulations, are whether the public convenience and necessity require 
the service, and if so, whether the applicant is fit, willing, and able 
to supply it. 

While I have sometimes disagreed with results in some of our rather 
warmly contested cases, I have never doubted that the Board has con- 
scientiously attempted to apply these standards fairly and equitably 
in disposing of the applications that it processes each year. 

Now, the right to file such applications and to have them heard when 
reached on the Board’s calendar extends not only to the certificated 
carriers but-to any citizen of the United States. 

Moreover, the Board has paid continuous attention to the problem 
of the irregular carrier. During and immediately after the war, it con- 
ducted full and fair investigations aimed at defining the proper role 
of these carriers in the air-transportation industry. 

Also when a large number of the irregular carriers voiced the claim 
that they should be permitted to operate regular low-fare services 
transcontinentally, the Board scheduled a proceeding called the Trans- 
continental Aircoach case. 

In spite of the agitation for those proceedings by many who are still 
outspoken in their criticism of the Board, only three irregular carriers 
chose to prosecute their applications in that case. On the basis of all 
the evidence presented, the Board was unable to find that the public 
convenience and necessity justified the addition of any new transcon- 
tinental airlines. No appeal, it is interesting to note, Mr. Chairman, 
has been taken from this decision. 

The Board did not drop the subject, however, at that point. More 
recently it has instituted the investigation in the docket known as No. 
5132, which is now being heard, where everyone interested in the sub- 
ject can give his views on the role of the irregular carrier in a sound 
air-transportation system. 

Since its very beginning the Board has made liberal, and I often 
think overly liberal, use of its exemption powers to permit the con- 
tinued existence of the irregular carriers. 

Not a single one of those carriers has ever been called upon to qualify 
under the statutory standards which I think the Board should have 
required at the very outset. For anyone to claim at this point that 
the Board has been less than fair to the irregular carriers individually 
or as a group is, therefore, hardly consistent with the facts. 

Fifth, it has also been urged that the Board has subsidized a luxury 
system of air transportation, while neglecting the promotion of mass 
air travel. 

I would like to split these charges into two: First, the question of 
subsidy, and, second, the question of low-fare services. 

On the question of subsidy, there has been a lot of loose thinking to 
the effect that all the money the airlines receive from the Post Office 
Department is in the nature of a gratuity from the Government. 

Now, the air carriers obviously cannot be expected to carry the air- 
mail free of charge, so that some part of the Post Office Department’s 
payments can properly be considered as payment for services rendered. 
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The Civil Aeronautics Board inherited a domestic airline system 
in 1938 which derived 37 percent of its total revenues from the trans- 
portation of United States mail. are 

By 1952 only 4.8 percent of the total revenue of the 14 domestic air- 
lines was derived from mail transportation. 

By 1952, all but 4 of the 14 domestic trunk airlines were completely 
ind officially divorced from mail subsidy, and were transporting 
United States mail at purely compensatory rates. 

Since this statement was prepared, Mr. Chairman, that 4 should 
really be 3, because the combination of Mid-Continent Airlines with 
Braniff has taken Mid-Continent out of the class of subsidized airlines 
so far as airmail is concerned. 

Senator SMatuers. Mr. Chairman, may I ask a question right there ? 

The Cnamman. Yes. 

Mr. Pierson. Yes. 

Senator SMaruers. You say that the percentage of money which is 
paid out for the airmail contract has decreased considerably in the last 
15 to 20 years. How much money does the Government pay out now, 
actual money in dollars and cents, for airmail contracts, either more 
or less than it did 10 years ago; do you know ¢ 

Mr. Pirrson. No; I would think it is more, because there is a greater 
amount of mail, Senator. I can get that figure from my office; I do 
not have it in mind. 

Senator SmaruErs. Well, you quoted that percentage figure. Does 
vour airline get more or less money from the Federal Government—— 
' Mr. Pierson. It gets substantially less. 

Senator SMATHERS (continuing). By reason of carrying mail. Even 
though you carry more mail, you get less money ¢ 

Mr. Pirrson. Let me be absolutely sure about that, to answer the 
question. 

We get under 5 percent of our domestic revenue for airmail, that is, 
In 1952. 

Well, this is interesting: In 1943 we received $4,291,000 for airmail, 
domestic airmail, and in 1952, $4,970,000, substantially the same, and 
we carry more mail because we now get 45 cents a ton-mile, and then 
we got substantially more; 98 percent of all the domestic airmail car- 
ried in 1952 moved over these subsidy-free routes, and only 1 percent 
of the revenues of the trunkline carriers, as a group, came from subsidy 
payments. Actually, it was less than 1 percent; it was 0.7 percent. 

In this same 14-year period the cost to the Government for a ton- 
mile of domestic airmail service declined from $2.13 to 53 cents, or a 
75-percent decline. 

During this same period rates for railway-mail service increased by 
Jo percent. 

L am perfectly willing to join the last speaker and say that may be 
justified, but it is a fact that whereas ours have gone down 75 percent, 
the cost of railroad transportation of mail has gone up 95 percent, 
which is worth bearing in mind. 

The four smaller trunk airlines and the local service airlines, which 
still require subsidy, serve areas of thin population which, to my 
knawleain, no irregular carrier has proposed to serve, and that is the 
point which has been emphasized here several times this morning, but 
to my mind it cannot be overemphasized. 
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The irregular carriers are not interested in serving the backwoods ; 
they want to get the populous centers. 

Now, with regard to the promotion of low-fare services, I will men- 
tion these facts: When the CAB came into existence it cost $44.95 to 
travel from New York to Chicago in a 2-engine plane, taking 4 hours 
and 45 minutes. 

Today, a 3-hour schedule is afforded by 4-engine aircraft for $33. 
I think that compares very favorably with any other places I could 
think of over the last 10 years. 

In my own company, 37.4 percent of all of our passenger-miles in 
domestic service for the month of March were produced by low fare, 
what we call sky-tourist services, and we have devoted specifically to 
this service 19 Constellations, Constellation aireraft, and five DC—4’s 
representing a total investment of some $25 million. 

It has been stated that the irregular industry constitutes a valuable 
reserve for national defense. I certainly do not disagree. But I do 
want to point out that the regular certificated airlines are worth pro- 
tecting because they have 87,000 skilled employees receiving in excess 
of $400 million in wages and salaries each year, and their continued 
availability is dependent upon a sound certificated system. 

So far as equipment is concerned, TWA alone has assigned to the 
civil reserve fleet, — is especially modifying, 50 long-range, 4-engine 
aircraft which will be available, completely manned, within a few 
hours of mobilization. 

Also available for defense purposes is the entire airline fleet, in- 
cluding some 650 4-engine airplanes now owned, plus $300 million 
worth of new equipment now on order. 

By contrast, the irregular industry could supply only a handful of 
planes, comparable planes, the _ of their fleets being obsolescent 
equipment, originally procured by the military or the certificated 
airlines. 

I think the question can be put simply this way: How can the pub- 
lic interest of all the citizens of the United States in safe, economical, 
efficient, and dependable air transportation best be served, and what 
is the role of the certificated airlines in a sound transportation system ¢ 

I think what I have said will indicate that under the administra- 
tion of the Civil Aeronautics Act, the United States has the finest 
system of air transportation in the world. I know that this committee 
shares the pride of the certificated airlines in the fact that two-thirds 
of all air passenger-miles transported in 1952, outside of the Lron Cur- 
tain countries, were performed by United States Airlines. 

The traveling and shipping public have obtained increasingly safe, 
comfortable, and dependable air transportation at prices which have 
been progressively lowered, while the price of almost every other 
commodity has been about doubled. 

Our Government has obtained the benefit of a modern transport 
reserve for military emergencies, plus airmail transportation at rates 
reduced 75 percent in 14 years: the virtual disappearance of airmail 
subsidy. 

To my mind, it is of the utmost importance that this progress and 
leadership be maintained, and that nothing be done to threaten it. 

I do not want to say that there is no place for the irregular carriers. 
in the Board’s investigation, now under way, TWA has affirmatively 
suggested several possible places in the domestic air-transportation 
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field for those of the irregular carriers which can meet the standards 
of fitness, willingness, and ability. Such operations include charter 
services, military contract, work, and flights involving unusual move- 
ment of passengers and property. 

The CuarrMan. Mr. Pierson, would you state any specific area of 
the United States where they might operate! You have stated cate- 
gorically what type of service they might render; but I would be in- 
terested in knowing just what area of the United States they might 
operate. 

Mr. Pirrson. Senator, the only places they can operate and not lose 
money is to serve the populous centers, which are already well served 
by the certificated airlines. 

The Cuatrman. Are there many operating in the specific area in 
which you operate / 

Mr. Person. Yes. 

The Cuarrman, And flying over the same airways / 

Mr. Pierson. Well, you see, we operate from New York to the coast 
by way of Chicago, St. Louis, Kansas City, Phoenix, to Los Angeles, 
and to San Francisco. Over the New York-Chicago segment there 
are some 29 nonscheduled airlines. How many there are from Chi- 
cago the rest of the way to the coast I am not sure; altogether there 
are some 69 nonscheduled carriers which operate from time to time. 
They change from day to day, as you know. 

There is one which, flatteringly enough to us, calls itself the Trans 
World Tours, which uses a ticket very much like our own. We find 
those things rather annoying. 

The Cramman. Yes, sir. You may proceed with the rest of your 
statement, 

Mr. Pierson. Do we need additional or amendatory legislation to 
accomplish a sound air-transportation system in the public interest ! 
I certainly do not think that the facts I have recited to you justify 
any such conclusion. I believe that the Civil Aeronautics Board has 
been awarded sufficiently broad powers and policy direction by Con- 
gress to accomplish the purpose. 

I am sure that no member of this committee would wish the Board 
to authorize service not required by the public convenience and neces 
sity, or certificate an applicant not fit, willing, and able to provide 
the service. 

While the concept of public convenience and necessity may be some- 
what intangible, Congress has already expressed in section 2 of the act 
various elements which the Board should take into account, and in 
this connection I am convinced from my early legal training that any 
effort to spell them out further by statute would leave the Board in 
a position comparable to Mark Twain’s when he said, “The more you 
explain it to me, the less I understand it.” 

The Cuarmman. That would apply likewise to some of us right here 
in this committee. | Laughter. | 

Mr. Prerson. We will do our best. 

The Cuarmman. Yes, sir. 

Mr. Prerson. I think one thing which I did not mention in this 
prepared statement, Mr. Chairman, is the desirability of making it 
possible for the certificated airlines to become financially stable. 
Now, there seems to be a general feeling throughout the world that 








82 FUTURE OF IRREGULAR AIRLINES 
when we are dealing and talking about certificated airlines you have 
some fat cats of some sort who are fattening on the public. 

Actually, I know of no industry of comparable size that has paid 
its stockholders so little or at the same time has done what I feel to 
be such an outstanding bit of public service. 

Now, we are just on the brink of getting into an entirely different 
class of transportation. I am not going to prophesy that next week 
we are going to get into jet airlines, but we are going very soon to get 

jet, turboprop, as we call them, a type of plane which is a step 
removed from that now in use. 

They come at about—we estimate they will come at about—$25 mil- 
lion a dozen, which is a pretty expensive commodity, and if the airlines 
ure going to be in a position to take care of the costs of this equipment, 
they are going to have to become stable, otherwise there will be no pos- 
sibility of 1 raising equity capital in the market, because our present 
record is too bad so far as stockholders are concerned. 

You may very well ask, “If you are such important fellows, and 
you do so much business that you are bragging about, how can these 
little fellows hurt you?” Well, the fact of the matter is in this busi- 
ness, Senator, just taking my own company as an example, that - our 
load factor drops 1 percent that takes almost $2,500,000 a year out 
of our gross revenues; so if this cream-skimming gets too serious you 
are going to find that the certificated airlines are really in serious 
trouble. 

I do not think we are exaggerating when we come before your com- 
mittee and ask that the record of the certificated airlines be borne in 
mind when your committee thinks about any change in our present 
legislation. 

The CHAIRMAN. Does that complete your statement, Mr. Pierson ? 

Mr. Pierson. Yes, sir. 

The CuHarrMan. Any questions ? 

Senator Hun. Mr. Pierson, the position you have stated this morn- 
ing, has that been a consistent position on your part, on the part of 
your company ‘ 

Mr. Prerson. a it been, do you say ¢ 

Senator Hunt. Yes. Have you always opposed competition by the 
nonscheduled carriers ¢ 

Mr. Pierson. There was not any competition by nonscheduled car- 
riers, Senator, until after the war, and if you ask me—— 

Senator Hunt. I am talking about 1945, 1946, and 1947. I think 
the record will show that 2 members of your company testified at that 
time that competition was a very splendid thing for the industry: 
that is why I was asking you if your position is consistent with what 
it was in 1945 and 1947. 

Mr. Pierson. Well, my company’s position has certainly been con- 
sistent, Senator, because we were among the early airlines to initiate 
this service. We were among the first to put in the most modern 
equipment in this type of service. We have some, almost 30 four- 
engine Constellations supplying that market. It has been a growth, 
but it has been one which has been a challenge which we accepted very 
early in the game. 

Senator Hunt. The volume of your traffic has consistently in- 
creased, has it not, regardless of the fact that the nonscheduled car- 
riers have been operating now since the war ¢ 
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Mr. Prerson. Yes, that is true. It should have increased more with- 
out them. 

Senator Hun. I have no more questions. 

The Cuatrman. How did TWA come into being‘ 

Mr. Prerson. It goes back to Western Air—— 

The CuarrmMan. Did you have a charted course at the time you came 
into being ¢ 

ir.Prerson. Did we have what? 

The Cuarrman. Did you have a charted course ¢ 

Mr. Pierson, No, it started as a barnstorming operation on the west 
coast. I know what you are driving at, Senator. 

The CuHarrMan. I am not driving at anything. But, Mr. Pierson, 
aviation is really still in its infancy, is it not? If anyone back in 1918 
or 1917 would have put on paper a draft of his imagination as to 
what the planes would be like as to speed and as to carrying capacity 
in 1953—if he would have drawn any such picture of aviation develop- 
ment as we have it today, we would have said, “You are just plaim 
crazy-” 

Mr. Pierson. Yse. We would not have been so optimistic. 

The Cuarrman. For that reason you started out barnstorming, and 
then you encouraged enough folks to ride with you so that you started 
flying between given points, and out of it came the birth of air trans- 
portation for passenger purposes. 

Mr. Pierson. I want to get this plug in; we are the first ones, trans- 
continental. We hooked up originally with one of the railroads to 
inake the connection. 

The CHatrMaAn. Yes. There can be only one concern of ours or 
one concern of mine, as a member of the committee, and that is that 
we do not close the doors entirely to the opportunity of someone start- 
ing barnstorming, not in the sense that you barnstormed, but in the 
sense of trying to get in and develop some sort of an aviation business 
of his own. 

Outside of that I would do my utmost to make certain that no fly- 
by-night could come in and destroy you or any other company com- 
parable to yours, because if they did destroy you the public and the 
entire economy of this Nation would be the loser. We would all be 
losers, and for that reason we are searching and investigating the 
question to try to ascertain where the line must be drawn so that you 
are not suffering but, at the same time, there is opportunity for a 
nonscheduled carrier to become a scheduled operator. 

I just hope that we have the wisdom to develop in this study a 
report that will be beneficial in future legislation or future regula- 
tions. 

Mr. Prerson. Senator, I would like to try in about two minutes to 
give an answer to that. 

The CHarrman. All right. 

Mr. Prerson. I would hate to think that I did not believe in pioneer- 
ing, because I have got quite a lot of that in my own family. My 
grandfather went to ‘Mille Lacs County, Minn. 

The CHatrMan. I thought you were of good stock. 

Mr. Prerson. So he did some pioneering. He did not go to New 
York City on Third Avenue and start moving in on some other guy’s 
‘ob. He started out when things were new and hard to do. 

“he CHAIRMAN. Yes, sir. 








S4 FUTURE OF IRREGULAR AIRLINES 


Mr. Pierson. We are complaining about these boys after we have 
gotten these routes set up and serving them—they just swoop down 
trom the skies and pick up what they can, and then go on. They are 
nere on Thursday and not here on Friday. They may sell you a ticket 
and not show up at all. 

I thik they are doing us a lot of harm, and they are also taking 
Way some revenue which we need in building ourselves up to really 
a first-class certificated airline system. If we get too big for our boots 
and start kicking people around, that is time for you to move in on us; 
but that has not happened. 

You mentioned that you were not taken for 48 hours. I cannot be- 
lieve that they knew you were a Senator of the United States. But 
the point is that you cannot handle this peak traflic; no kind of trans- 
portation system can handle the peak traffic any more. 

The Cuairman. Mr. Pierson, speaking about taking 48 hours to get 
reservations, I have never believed in throwing the prestige of my pub- 
lic office around. 

Mr. Pierson. I know; I was joking about that. 

The Cuaimman. Seldom do they even know, unless they happen to 
recognize the name or recognize me, of my official position, because in 
my period of public service—and that means now—it has always been 
« cause of resentment to me when I have seen any public official throw- 
ing the prestige of his office around. 

I vowed many years ago that I would never throw the prestige of 
Senator’s or Governor's office around for the sake of pushing some- 
tody out. I will stand on my own chances of. waiting in line, if I 
must, 

Mr. Pierson. I am sure we all do. 

The CuairMan. Nothing ever made me any angrier than when I was 
a private to see the noncoms walk to the head of the line at mess time, 
and when I became a noncom I made it a positive rule that the non- 
coms were going to stand in line with the rest of them. I have taken 
that same role in private and public life. I have tried to protect the 
underdog, and so I will always just bide my time in getting a ticket. 
There is not one of you gentlemen who ever found a call coming from 
ine to your headquarters saying that I demanded a reservation on your 
line. 

Mr. Prerson. Well, you have to take them in order anyway. 

The Cuarrman. Yes, sir. Are there any other questions ? 

Senator Hunv. Mr. Pierson, there are in the United States many 
airports whose financing is inadequate, and many cities have very dif- 
ficult times maintaining adequate airport facilities, I have one in my 
own State. 

As you know, the fees per landing in some situations at each airport, 
together with certain taxes on gasoline, apply to the maintaining of 
the airport’s support, the support of that airport. In some cities 
these nonscheduled airlines do participate rather extensively in the 
maintenance of airports. 

I am wondering if you would like to address yourself to that situa- 
tion for a moment. 1 do not suppose, perhaps, that you have given it 
much consideration, but it is something of importance, especially in 
my State. 
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Mr. Prerson. Senator, I think, to make an intelligent answer, one 
ought to be considering a particular situation, aud I do not have any 
n mind. There is the whole problem, of course, of user charges, whic h 
they want to assess against airlines. 

Now, the airlines—I am talking about certificated airlines—pres- 
ently do pay substantial taxes; they do provide the Government with 

substantial funds, and eventually those parts of them are available for 
‘id to navigation or aid to airports. 

I am wondering if you are not assuming that the existence of a non- 
scheduled operator means there is no ¢ chance for a scheduled airline to 
ever make that service? I donot think that follows. 

Senator Hunt. No; I do not exactly have that situation in mind. 

do have the situation in mind where financial help from nonsched- 
wled airlines is very helpful at the present time in maintaining one 
very import int airport. 

Mr Prerson. Yes. 

Senator Hunt. Let me ask you another question, if you would care 
to state your position a little more definitely: Do I understand you to 
ti: take the position that you are not critical of present. competition, and 

: your position one that you do not want to see that competition from 
nonscheduled carriers extended 

Mr. Prerson. Well, I think what I said, Senator, was that there are 
areas which are now served, such as contracts, in the contract field, the 
military field, the movement of substantial and occasional quantities 
of both personnel and property, certainly no one could properly object 
to. I think what we do not like is the nonscheduled airlines, who, un- 
der the guise of being nonscheduled actually advertise every 15 minutes 
during the day that they are carrying traffic over, right over, our par- 
ticular routes and, as a matter of fact, not only advertise but do carry 
passengers right over our routes, and do it on what is substantially : 
regular, as compared to an irregular, basis. 

Senator Hunr. Then your testimony is in opposition to the present 
existing nonscheduled service? 

Mr. Prerson. So far as it affects the nonscheduled airlines carrying 
passengers from one populous center to another on a regular basis, it is. 

Senator Hunr. That is all. 

The Cuarrman. Thank you, Mr. Pierson. 

Mr. Prerson. Thank you, Mr. Chairman. 

The Cratmman. You made a very comprehensive statement. 

The next witness is George Hatch, vice president, Northwest Air- 
lines. 

All right, Mr. Hatch, you may proceed. 


STATEMENT OF GEORGE E. HATCH, WESTERN REGION SALES MAN- 
AGER, NORTHWEST AIRLINES, INC., SEATTLE, WASH. (HOME 
OFFICE, ST. PAUL, MINN.) 


Mr. Haren. Thank you, sir. I want to first thank you for the title 


you just gave me, sir. You apparently have the wrong information. 


The CuarrMaANn. You are not vice president ? 
Mr. Harcn. I thank you for the title. 

The Cuamman. You are so listed, sir 

Mr. Haren. Well, that is a mistake 
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The Cuamman. We are glad to hear you in any event. 

Mr. Havcu. My name is George E. Hatch. Iam the western region 
sales manager of Northwest Airlines, Inc. Northwest is a certificated 
air carrier authorized by the Civil Aeronautics Board to engage in 
sc boduled air transportation of persons, property, and mail bet ween 
Seattle, Wash., and Anchorage, Alaska. In my position with the 
company my responsibility is the directing of the sales activity and 
promotion of our company’s services through the sales offices in the 
western region, including the States-Alaska operation. Within this 
responsibility, [ am also a member of the sales-policy staff of the com- 
pany, representing the western region. I have been in the air- 
transportation industry for 18 years; the last 5 have been directly 
connected with the States-Alaska operation of Northwest Airlines. 

I do not wish to infer that Northwest Airlines is only operating 
between the States and Anchorage. We operate transcontinental, 
coast to coast, to Hawaii, to Alaska, and to the Orient. 

I wish to present to you a statement on behalf of my company with 
regard to the annual report of this committee, dated March 2, 1953, 
and particularly the comments concerned therein which deal with 
the nonscheduled airlines serving the States-Alaska market. I wish, 

also, to present for your consideration certain facts which will explic- 
itly show that the problem of air transportation from the States to 
Alaska is not one which can be resolved in favor of the nonscheduled 
airlines. 

In September 1946, just 1 month after it received its certificate of 
public convenience and necessity from the Civil Aeronautics Board, 
Northwest began scheduled service between Seattle and Anchorage, 
Alaska. 

Even before this date of establishment of commercial service, North- 
west was the first applicant for States-to-Alaska service via an over- 
land route. This application was filed in February 1941. It was 
based on studies made on two official survey flights, the first in August 
1940. The places included in this survey were Ketchikan, Juneau, 
White Horse, Dawson, Fairbanks, Nome, Bethel, Cordova, and An- 
chorage. Before hearings could be held on Northwest’s application, 
World War If halted CAB proceedings. The war, however, pre- 
sented Northwest an opportunity to prove its ability even before it 
presented its case to the CAB. A little more than 2 months after 
Pearl Harbor, Northwest was named by the Army Air Corps Ferrying 
Command to set up and operate a mail and cargo route to Alaska. 
This was at a time when the Japanese were seeking a foothold in the 
Aleutians. Survey flights were made in midwinter and preliminary 
steps were taken for ground stations, and on March 15, 1942, the 
airline began moving the goods of war by flying drums of fuel for 
fighter planes. The northern region operation, as it was called, 
reached near and remote parts of Alaska and was later extended along 
the Aleutians Islands as far as Attu. When the operations were 
closed at war’s end, Northwest’s flight crews in the northern operations 
to Alaska had covered more than 21 million miles. They had estab- 
lished a performance record that was better than most major airlines 
in domestic routes within the continental United States. It was large- 
ly because of Northwest’s demonstrated ability in this operation that 
it was certificated on August 1, 1946. 
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rom September 1, 1946, to the year ending 1952, Northwest has 
own, between the States and Alaska, approximately 200,000 passen- 
vers and over 20 million pounds of freight. That does not include 
express and mail. This traffic has been carried in Boeing Strato- 
ruisers, DC-4 first-class aircraft, DC—4 tourist aircraft, and DC-4 
ll-freighter aircraft. Since the beginning, Northwest Airlines has 
provided a regular scheduled daily service from Seattle and Anchor- 
ive to the point that today it is operating 48 scheduled flights a week. 

Sometime after Northwest began its service, the first nonscheduled 
speration was begun in this market. The fares and cargo rates that 
‘hese nonscheduled carriers offered to the public at that time were only 
slightly lower than the published fares and rates of Northwest and 
other scheduled carriers between the States and Alaska. None of 
these nonscheduled carriers published a tariff or a cargo rate that was 
substantially below the published rates of the scheduled carriers, nor 
was such a fare or rate offered to the public as a lower class type of 
service. The main objective of the nonscheduled carrier at that time 
was to only slightly undercut the existing rates of the scheduled car- 
iers in order to draw off some of the traffic. Through the subsequent 
ears after 1946 the fares and rates of the nonscheduled carriers be- 

ime competitive within themselves as they gradually sought to under- 
ut one another. During this period such companies, known as Yak- 
ma Sky Chief, Lavery Air Service, Arctic Pacific, Trans Alaskan, 

Northern Airlines, Arnold Air Service, Pacific Alaska, Golden North- 
ern Airways, Arctic Frontier, and others, provided a nonscheduled 
service: but today, with the exception of a few, they are nonexistent 
n the States-Alaska market—not because of CAB orders to cease and 
lesist but because of the uneconomic condition they found themselves 
nasa result of their own rate wars. 

It is remarkable to note that since 1947, when the first irregular 
carrier began operating between the States and Alaska, the passenger 
fares and cargo rates of these carriers have gradually declined to a 
point where the fare offered is almost 59-percent less than the fare 
originally charged, and the rate offered is almost 75 percent of the 
rate originally charged i in a period recognized by all of inflation and 
ncreased costs. The most important point, however, to note is that 
the real lead in the reduction of fares and rates between the States 

ind Alaska was not borne by these irregular or nonscheduled carriers 
as a result of competition between themselves but was at the lead of 
the scheduled carriers who presented to the public the first tourist 
aircoach-type service between the States and Alaska and the first 
dependable low-cost cargo service. In January of 1949, Northwest 
Airlines offered the first scheduled tourist service between Seattle 
ind Anchorage on DC-4 equipment with a fare of $70 one way and 
$140 round trip. The nonscheduled carriers, in order to meet this 
fare, reduced their own fares below that offered by Northwest. This 
practice was consistent with the past practices of the nonscheduled 
carriers to always be below the scheduled carriers’ fares. It must be 
remembered, however, that it was not the nonscheduled carrier who 
offered the first tourist coach, or second-class service between the 
States and Alaska. Any such service offered by nonscheduled carriers 
came later, only as a byproduct of Northwest and other scheduled 
carriers offering such service and the nonscheduled carriers following 
suit. This should refute the allegations that have been introduced 
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into your reports that the nonscheduled carriers brought low-cost air 
transportation to Alaska. 

It might be significant to point out that when Northwest raised its 
tourist fare from $70 to $75 in the face of rising costs the nonsched- 
uled carriers raised their fares from $65 to $69—again being just 
under the scheduled air carriers’ published tariffs. 

On page 26 of your report it is stated that “The decision of the CAB 
to revoke operating rights of a nonscheduled airline furnishing essen- 
tial service to Alaska seemed to arouse more public resentment than 
any other.” ? 

This statement is followed up by your notation that thousands of 
letters of protest have been received by the committee from residents 
of Alaska. These letters were solicited, and not voluntary, through 
concentrated advertising programs and. personal requests of this 
nonscheduled carrier. Solicitations were made of individuals and 
merchants by telephone and advertising in newspapers. It was ex- 
tensively made throughout Alaska and the United States. All of 
these solicitations and advertisements were directed at requesting 
people to write this committee and the President protesting the action 
of the Civil Aeronautics Board. 

We wish to present in our statement the position that the CAB 
nas not been exercising a restrictive influence upon small business. So 
far as the Alaska-States market is concerned, the compelling force of 
competition among these small nonscheduled carriers was the primary 
reason for their demise. Moreover, if these economic conditions and 
the rise in operating costs had not existed, there would still today be 
nonscheduled services between the States and Alaska. 

This can be clarified in the following way. The irregular carrier 
status, as originally created by the CAB, was set up to allow non- 
certificated operators to offer a demand-type service during periods 
and between areas where the certificated carriers could not meet the 
abnormal demands. The nonscheduled operator in the States-Alaska 
market, instead of endeavoring to fill this role, went out and sought to 
divert existing regular traffic from the scheduled carrier by charging 
fares and rates slightly below the published tariffs of the scheduled 
carriers mentioned before. With the rise in costs that were charac- 
teristic of this period, the margin of profit per passenger and per ship- 
ment gradually decreased and the only way that any profit could be 
received was to increase the volume of service. By increasing their 
services to be on a regular basis, these nonscheduled carriers that sur- 
vived their own rate wars took themselves out of the position of being 
nonscheduled carriers operating on a demand basis. 

Much has been inferred and probably reported that the nonsched- 
uled carriers have carried the bulk of produce and other necessities 

to Alaska and without their service the people of Alaska would be 
handicapped or would be deprived of the necessities they are accus- 
tomed to having. There are still nonscheduled carriers having au- 
thority to serve Alaska who, for reasons of their own, apparently do 
not desire to do so and even without nonscheduled service presently 
into Alaska the scheduled carriers have been able to provide the neces- 
sary lift so that the people of Alaska and the merchants have not been 
so deprived, 


1 Annual Report of the Select Committee on Small Business, U. S. Senate, £2d Cong., Ist 
sess., S. Rept. No. 49 
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As an example, 1 day before Easter, Northwest moved better than 
13,000 pounds of freight into Anehorage and in the month just past, 
\pril, Northwest Airlines moved 600,000 pounds of freight, giving 
the Alaska merchant and his customers overnight service of perish- 
ibles and other freight that is moved by air. It seems that the area of 
\laska which reportedly is so dependent upon air is the western por- 
tion of the Territory; the area better known as Fairbanks, Anchorage, 
ind their surrounding environs. 

May I point out that this area is also served by water, highway, and 
connecting railroad service from seaport to the interior. The sched- 

led carriers serving States-Alaska coordinate their schedules and 
services with the small intra-Alaska carriers who carry the necessities 
to the outlying or “bush” areas of the Territory. 

The nonscheduled carriers have made no efforts to serve any of the 
mall areas of the Territory with the exception of the key cities of 
Fairbanks and Anchorage. In other words, the scheduled carriers are 
erving the entire Territory and not exclusively the two highest popu- 
lated cities. Traffic te and from Alaska is highly seasonal. The cer- 

licated carriers provide a scheduled daily service. The nonsched- 

led carriers provide a service which is below the rates and fares of 
the scheduled services, thereby prohibiting the scheduled services the 
nceome during slack periods to compensate for losses or the income 
luring the high seasonal peaks to build cushions for additional 
Services. 

Much has been inferred and reported, also, that the scheduled car- 

ers have been able to reduce their fares and rates to an uneconomic 

level asa result of mail subsidy and that these so-called low rates and 
fares have been another factor in driving the small irregular non- 
heduled carrier out of business. This is erroneous. 
Northwest Airlines’ tourist and cargo operations to and from 
\laska are not subsidized by the Government through the medium of 
mail pay. The CAB recently reviewed Northwest’s mail pay needs 
with particular reference to the effect that Northwest’s operation of 
reduced rate tourist and cargo operations to Alaska had on mail pay 
need. The Board’s decision in this case clearly states that the inaugu- 
ration of this tourist service did not increase Northwest’s need for 
mail pay. In other words, the Government did not support this 
needed service to and from the Territory and it was the carrier’s own 
initiative and ability that enabled it to provide this tourist service and 
cargo operation. 

Northwest Airlines receives mail pay on the basis of a specific num- 
ber of miles flown per month, and it schedules far in excess of this 
maximum mileage. The increase in mileage Northwest has put in 
service to provide additional tourist and cargo service therefore does 
not receive mail pay and, thus, its additional service does not cost 
the Government a cent. 

Further, with regard to this subsidy problem, there is the fact 
that these nonscheduled carriers, not operating on a demand, but at 
rates and fares slightly below the scheduled carriers, have diverted 
from a relatively stable market revenues that the scheduled carrier 
must rely upon in order not to require mail-subsidy payments. 

If the situation were allowed to develop that these noncertificated 
carriers could inerease their service to be on a regular daily schedule, 
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the result would be subsidy for the certificated carriers and subsidy 
for these nonscheduled carriers. 
One example of this is evident now in the Hawaiian Islands. In 





1949 the CAB certificated a nonscheduled carrier to provide regular 
daily service in competition with the then existing certificated carrier 


allowing the nonscheduled carrier to carry persons and property but 
not mail. At the time of this decision of the CAB, the certificated 
carrier was on a compensatory mail rate of approximately $30,000 
per year whic! was substantially below any mail rate paid any do 
mestic trunk line. 

Within a relatively short period of time the newly certificated ce: 
rier was back at the CAB requesting authority to carry mail in ee 
to get mail pay, which the CAB granted. The previously existing 

carrier also came to the CAB requesting additional mail pay. 

The result today is that the mail-pay bill for air service in Hawaii 
has reached approximately $800,000 per year as opposed to $30,000 
per year before. This is what happens where unlimited and unwar- 
ranted services are authorized and will undoubtedly happen in Alaska 
if the nonscheduled carriers are given unlimited frequencies. 

In conclusion, I would like to state for the record that Alaska is 
being adequately served by the scheduled carriers; that the Territory 
and its people are not being denied the necessities of life; that the 
rates and tariffs for movement of persons and property are in line 
with domestic rates and fares; that the Government is not support- 
ing these services through mail subsidy ; that the nonseheduled carriers 
have not been driven out of business by the CAB or the scheduled 
carriers—for, in fact, it was their own actions that eliminated many 
of them; and that there are today irregular carriers holding author 
ity to operate nonscheduled service between the States and Alaska. 

The CuatrMan. Senator Hunt, have you any questions ? 

Senator Hunr. No. 

The Cuamman. Thank you, Mr. Hatch. 

Mr. Scureurer. Mr. Chairman, my name is Herman Scheurer, and 
I am an attorney for Northwest. Two of the intra-Alaskan carriers, 

carriers serving only in the Territory, heard that Northwest was going 
to appear, and the presidents of these two airlines mailed letters to 
our office, and requested that they be introduced into the record. and 
I would like to give them to the reporter. One is from the president 
of Northern Consolidated, Mr. Petersen, and the other is Reeve Aleu- 
tian Airways’ Mr. Reeve. 

The Cuamman. Those letters relative to what airlines? 

Mr. Scueurer. These are letters relating to Reeve Aleutian Air- 
ways and Northern Consolidated, they are addressed to the committee. 

The Cuarmman. You would like to have them inserted in the 
record at this point? 

Mr. SCHEURER. That is right. 

The Crarrman. In support of Northwest ? 

Mr. Scururer. Not necessarily. They deal with the Alaskan 
problem. 

The Cuarrman. You stated you were an attorney or counsel for 
Northwest. 

Mr. Scurevrer. That is right; and these companies heard that we 
were going to be here, and they know us, so they mailed two letters 
to us. 
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The Cuarrman. They will be incorporated in the record. 
Mr. Scururer. Thank you, sir. 
(The documents referred to follow :) 


REEVE ALEUTIAN AIRWAYS, INC., 
Anchorage, Alaska, April 21, 1953. 
SenaTeE SMALL BuSINESS COMMITTEE, 
United States Senate, 
Washington, D.C. 
GENTLEMEN: Reeve Aleutian Airways, Inc., a certificated Alaskan air carrier 
w on its 22d year of service to Alaska has a substantial interest in matters 
ertaining to air-carrier service from Seattle, Wash., to our westerly terminal 
oint at Attu. Our interest from Seattle to Anchorage stems from traffic from 
he continental United States with which we connect on a through routing basis. 
Phis includes passengers, mail, freight, and express. The carriers with which 
we do business are Pacific Northern Airlines, Northwest Airlines, Alaska Airlines, 
id to a limited extent Pan American World Airways. These carriers are all 
scheduled certificated air carriers. The regular dependable continuity of flow 
traffic from these scheduled carriers has enabled us to complete 100 percent of 
ir schedules for the past 3% years. 
In view of our obligation to the traveling public we invoke the most critical 
onsideration of our requirements by the Senate Small Business Committee in 
e conclusions of your hearing. These requirements are regular, scheduled, 
ependable air connections, not only for the reasons that any other type of con- 
nections would seriously disrupt our performance, but for diverse other econom- 
| reasons affecting the people I serve. I present this brief as a spokesman with 
| most intimate knowledge of their travel habits and problems. 
Let us first consider the canning industry whose operations are by far the 
major economy of the livelihood of our route. Each spring we transport several 
indred workers over our route via direct connections with the scheduled carriers 
from Seattle. Our schedules call for the delivery of these men to the remotest 
irts of the Alaska Peninsula and the Shumagin Islands within on an average 
f 13 hours out of Seattle. These canneries are most critical and demanding, 
not only in performance, but in the safety, care, and well-being of their personnel 
\ny delays en route are costly to the canneries in both wages and reduced ineffi- 
ency of their men who are prone to disappear on the occasion of any delay and 
hecome victims of spirits frumenti. 
Scheduled connections cause an annual saving to these canneries of many 
ousands of dollars over undependable nonscheduled connections. By the same 
ken, all scheduled carriers have been acutely cognizant of the wrath sure to 
ensue from these employers in any malfeasance of performance that disrupts 
this orderly flow of traffic and entails extra wages and meals, taxi and hotel 
accommodations (usually not available during the rush season). 
Now, a phase of our traffic is that nobody goes to Aleutian Islands merely for 
casual travel. The construction workers, teachers, law-enforcement officers, 





engineers, salesmen, trappers, and various categories in addition to these cannery 
workers who travel, do so for one purpose—work, and the grim reality of exist 
ence. Just as critical are the repair parts for industry in the Aleutians that 


nuust come from the States. 

An illustration of the growth of traffic that a dependable scheduled pattern of 
service will engender I will cite some traffic figures over Reeve Aleutian Airways. 

We were given our scheduled certificates in 1948. In that first vear of sched- 
uled service our passenger load factor was 44 percent of our available seats and 
our overall load factor was 50 percent of our total capacity. In the following 
t years our passenger load factor increased to an average of 58 percent (a rise 
of 14 percent), and our overall load factor increased to 64 percent (a rise of 
another 14 percent). This increase was accomplished with exactly the same 
traffic potential by the knowledge that we rendered dependable scheduled service. 
The overall 14-percent increase was sufficient to decrease our mail pay subsidy to 
a point where we are the lowest subsidized carrier in Alaska, our subsidy being 
S percent and service pay 92 percent, by actual Civil Aeronautics Board acknow}l- 
edgment. It is also in order to point out that our scheduled mileage almost 
doubled due to demand, and we still had a 14-percent increase in spite of the 
greatly increased mileage. 

I hope that we have made our point. The same urgency of travel applies to all 
our customers, whether they are workers, or a resident of the Aleutians who is 
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badly injured or dying and needs medical attention in the States unobtainable 
in Alaska. Delay in our connections is costly, inconvenient, and contrary to the 
rights of a human being to have his chance to recover from illness or injury, 
and live. 

Hardly a day passes but what an example occurs of the aid that the scheduled 
airlines have contributed to the well-being of the sick and injured. Attached to 
this communication is a clipping from the April 20 issue of the Anchorage Daily 
News. In part, a quote by the victim’s father says, “It was wonderful service 
(scheduled). I lost one child by an accident but if we had service (scheduled) 
like this he might have lived.” 

It is the earnest desire of Reeve Aleutian Airways, Inc., that the conclusions 
of your committee will neither interfere, lessen, or conflict with the present 
orderly flow of traffic in the Northwest as it presently exists. Neither do we 
desire to have imposed upon us a superfluity of irregular type of traffic that will 
impose operational, monetary, and physical hardships upon ourselves and the 
people of Alaska. 

We believe that the restrictions that are imposed upon irregular carriers 
hv the CAB are just and warranted. On the other hand, I believe that no sched- 
uled carrier will deny that the irregular carriers who confine themselves to the 
scope of their authorized operations should be denied their place in the air car- 
rier industry. 

Unfortunately, nonscheduled carriers, in addition to rendering a nondescript 
type of service, are not subject to regulations as to economic and moral fitness 
aus are we scheduled carriers. The loophole in the law bas permitted an in- 
filtration of opportunists, subversives, and questionable characters that have 
used their letters of registration as vehicles for activities that has placed their 
fitness to serve the public in most serious question. 

We believe that the most constructive step that your committee could ever 
make would be to recommend and push legislation that would make fitness 
mandatory to irregular carriers as it already applies to the scheduled carriers. 
The record conclusively so indicates. 

Your recognition of our problems will render a great service to the people of 
Alaska. 

Sincerely yours, 
REEVE ALEUTIAN AIRWAYS, INC., 
Rosert ©. Reeve, President and General Manager. 


INJURED KENAI YoutH FLOWN TO ANCHORAGE 


A young Kenai boy, suffering from a broken arm, was flown to Anchorage 
Friday by Pacific Northern Airlines, it was announced today. 

The boy, Richard Kooley, had broken his arm in a fall while playing. First 
aid was applied at Kenai by nurse Jo Davidson, and the boy was rushed here, 
accompanied by his sister Mildred. 

“It was wonderful service,” the boy’s father said. “I lost one child by an 
accident, but if we had had service like this he might have lived.” 


NORTHERN CONSOLIDATED AIRLINES, INC., 
Anchorage, Alaska, April 22, 1958. 
SENATE SMALL Bustness COMMITTEE, 
United States Senate, 
Washington, D. 0. 


GENTLEMEN: Northern Consolidated Airlines, Inc., of Anchorage, Alaska, is a 
scheduled intra-Alaska air carrier, operating under section 292.2 of the Civil 
Aeronautics Act of 1938, as amended. This carrier is the result of a merger 
between 6 pioneer local air services, 4 of whom held grandfather certificates, 1 a 
local nonscheduled carrier operating under temporary exemption order granted 
by the Civil Aeronautics Board, and 1 a contract carrier which was engaged in 
important contract work for the Government in the Arctic. On June 28, 1947, 
the merger of this group of carriers was approved by the Civil Aeronautics 
Board after extensive hearings had been held in Alaska. During the serious 
shipping strikes of 1947 and 1948 the merged company engaged in quite extensive 
nonscheduled operation between Seattle and various Alaskan cities, towns, and 
villages, inelnding Anchorage, Fairbanks, McGrath, Bethel, and King Salmon. 
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rhis trade we found to be quite profitable inasmuch as the nonscheduled carrier 
; not required to submit to the rigid operating requirements set up under the 
Civil Air Regulations. We soon found, however, the demands of the public was 
for scheduled carriage. To remain legal, and in this regard there was never any 
question in our minds as to the correct interpretation of the economic regulations 
of the Civil Aeronautics Act, we found it necessary to definitely break our pat- 
tern of service so as to not create in the public mind or to so hold out to them 
the fact that we were establishing a regular pattern of service between Seattle 
nd the points mentioned. 

We soon found we were building up a reservoir of public animosity in view 
if the fact that the demand was for scheduled service. In other words, if we 

re to fulfill the demands of the public it left us no alternative but to operate in 
violation of the act. Inasmuch as we held persons, property, and mail certificates 
within Alaska, it became apparent that we were on the horns of a dilemma. 
We had two choices—stay in the Seattle-Alaska trade and operate illegally 
which could incur the wrath of the CAB and jeopardize our certificates for which 
ve must demonstrate fitness as well as willingness and ability, or operate spas- 
modically and jeopardize public goodwill. 

Realizing the instability of our service which was definitely unsatisfactory to 
the publie, accompanied by a few close calls due to the uncontrolling nature of a 
nonscheduled operation, which on occasion jeopardized the lives of the traveling 
public, we decided to make a move which would both protect the service of the 
public that we served in the interior who depended on our schedules as well as 
setting up a more economically sound operation for ourselves. In 1948 negotia- 
tions were carried out with both Pan American World Airways, serving the 
Seattle-Juneau-Fairbanks route, and Northwest Airlines, serving the Seattle- 
\nchorage route. These two carriers expressed a willingness and anxiety to 
nstigate a cargo service to supplement their existing passenger service between 
Alaska and the States. They both expressed a willingness and a desire to see 
that the hinterland comprising the vast interior of Alaska, which was served 
by we small intra-Alaska carriers, received a good scheduled service as well as 
the major communities of Alaska, which consisted of Juneau, Anchorage, and 
Fairbanks who were already enjoying reliable air passenger and express service 
is well as boat and rail transportation. It is interesting to note at this point 
that up to the time of the major boat strikes of 1947 and 1948 that the demand 
for air cargo had been virtually nonexistent. 

As a result of the aforementioned negotiations, effective interline agreements, 
duly filed with the Civil Aeronautics Board were entered into between our own 
company, Northern Consolidated Airlines, Inc., and Pan American and North- 
west. Although Northern Consolidated is a small business employing less than 
200 people, we have received excellent and wholehearted cooperation from the 
large carriers, even to the extent of bearing with us during periods of financial 

rises created by the slowness of the Government in meeting our mail-pay needs 
nder the act. It is interesting to note the so-called nonscheduled service sub- 
sequently set up between Alaska and the States, which was operated in the main 
by carriers using leased Government equipment, and in violation of the Civil 
Aeronautics Act, never served the low traffic points, in the Territory such as 
Nome, Galena, Bethel, McGrath, Naknek, Dillingham, ete. 

I wish to conclude that 19 years of residence in Alaska, the entire time of 
which has been spent in providing air service within the Territory, has definitely 
proven to my satisfaction that a nonscheduled or irregular service can provide 
no public benefits that cannot be better accomplished by a reliable scheduled 
service. With the exception of the intra-Alaska service of Pan American World 
Airways, I believe I am safe to say that intra-Alaska scheduled air service is 
performed wholly by small business, i. e., with less then 500 employees. 

Yours very truly, 
NoRTHERN CONSOLIDATED AIRLINES, INC., 
RAYMOND I, PETERSEN, President. 


The Cuatrman. The next witness is Mr. Clinton Davidson. 

[ realize the hour is getting a little late for luncheon, but, frankly, 
we have just one other witness besides Mr. Davidson, and if you can 
bear with us, we will go ahead through the noon hour. 

Mr. Davidson, you may proceed. 
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STATEMENT OF CLINTON DAVIDSON, JR., PRESIDENT, RESORT 
AIRLINES, INC., INTERNATIONAL AIRPORT, MIAMI, FLA. 


Mr. Davipson. My name is Clinton Davidson, Jr., president of Re- 
sort Airlines, Inc., authorized by a certificate of public convenience 
und necessity to engage in foreign and overseas air transportation with 
respect to persons and their personal baggage as a part of all-expense 
escorted tours. My company is a small business in a Government- 
regulated industry. Its certificate permits, but does not require, opera- 
tion of regular schedules. Resort Airlines operates regularly over some 
routes and irregularly over others. It publishes timetables and tour 
folders for the all-expense tours operated on a regular schedule. Joint 
tour folders containing timetables for Resort’s regularly scheduled 
tours are currently published with American Airlines, Capital Air- 
lines, Northwest Airlines, American Express, and Thomas Cook. 

On the other hand, Resort flies an oecasional tour with an itinerary 
different from its regularly scheduled tours in order to serve the con- 
venience of certain groups, but these irregular tours are flown only to 
points authorized in its certificate. Resort Airlines also engages in 
irregular military charter transportation under the direction of the 
military bureau of the Air Transport Association, carrying about one- 
third of all such charter traffic flown by the entire scheduled airline 
industry within the United States. Furthermore, Resort supple- 
ments its regular tour operation with irregular transportation of West 
Indian laborers to United States farms under a special service contract 
with the Regional Labour Board of the British West Indies colonial 
government. 

Mr. Oswald Ryan, chairman of the CAB, in testimony before the 
House Committee on Interstate Commerce on March 30, 1953, referred 
to Resort Airlines as “a sort of a limited operation to an extent, a non- 
scheduled operation, but certificated.” After Resort received its 5- 
year certificate in 1949, the CAB and the State Department character- 
‘zed it as a “nonsked” for landing permit purposes. 

Your committee in its last annual report stated that the CAB must 
show changes in its thinking and its attitude. Mr. Ryan on March 31 
assured you that the CAB has a deep concern for the welfare of the 
smal] enterprise units in the air transport industry and believes in the 
need for irregular air transportation that supplements the services of 
the scheduled carriers. I believe the experiences of Resort Airlines in 
its efforts to provide air services supplementary to the services of the 
other scheduled carriers under the rules and regulations of the CAB 
clearly show what changes are necessary in the Board’s thinking and 
regulations in order to enable small enterprise units to make worth- 
while nonsubsidized contributions to the United States air transpor- 
tation system. 

At the end of World War IT an Air Force colonel considered the 
problem of how to utilize surplus aircraft and the flying skills of war- 
trained pilots to meet the expanding needs for air transportation serv- 
ices. He came to the conclusion that there was little need for new 
routes and that the existing certificated carriers could meet the needs 
for ordinary commercial traffic on old routes. He accordingly looked 
for new types of air services that could not be provided adequately 
under the certificates of public convenience and necessity then in 
existence. 
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His analysis indicated the need for an air carrier that could specialize 
in providing all-expense, escorted, packaged tours by air. So he or- 
vanized Resort Airlines and began operating such tours on an exper!- 
mental basis in December 1945 under the Board’s blanket exemption 
for irregular carriers. He soon learned that frequent flights would not 
be permitted under exemptions, and accordingly applied for a certifi- 
cate of public convenience and necessity in July 1946. : 

About 3 years later the CAB denied this application for a certificate. 
When this decision came to the President for approval, the Director 
of the Budget referred it to several departments for recommendations. 
His report to the President contained the following comment on the 
thinking and attitude of the CAB at that time: 


Commerce Department strongly urges that the CAB’s proposed decision be 
disapproved. It points out that the Board’s examiner has recommended that 

1e of the applicants, Resort Airlines, be given a temporary certificate. Com 
nerce cites the examiner’s finding that the established air carriers were not 
engaged to any extent in the type of conducted tour which is here proposed. 
Commerce questions the Board’s conclusions that the proposed service would 
not offer any improved flexibility or convenience. Based upon the experience 
f similar operations in surface transportation, Commerce feels that the pro- 
posed service should develop new business, and doubts that it would divert any 
substantial number of travelers from the scheduled lines. Commerce further 
cites the record of tour travel in surface transportation as demonstrating that 
there is a wide and growing market for this type of service. In general, Com- 
merce feels that an important basic issue is involved, and that the CAB’s action 
“should be reversed because the decision is contrary to the spirit of the American 
free enterprise system and to the spirit and intent of the Civil Aeronautics Act.” 

One solution to the problem your committee is considering is to 
find a way to get reasonably quick decisions on certificate applications 
for supplemental air services and decisions based upon factual re- 
search. Most certificate applications are made by scheduled carriers 
for the right to serve part of the routes of other scheduled carriers. 
Such application requires exhaustive hearings in order to protect the 
carrier already serving the route from unnecessary competition and 
to protect taxpayers from large requirements for subsidies. The 
Board has been so flooded with such applications that the staff it can 
afford to process them with the amount of funds appropriated by 
Congress cannot handle all of them expeditiously. 

[f both Congress and the CAB wish to encourage the development 
of new type air transportation services other than point-to-point 
scheduled common carrier service, provisions should be made for spec- 
ial expedited hearings on applications for certificates of that special 
nature, 

The experience of Resort Airlines also reveals that the awarding 
of a certificate does not solve all the problems a small airline trying 
to develop new services encounters under CAB regulation. Congress 
wisely provided in section 2 of the Civil Aeronautics Act a declara- 
tion of policy containing six guides for the Board to follow in the 
performance of its powers and duties. The first of these guides is: 

(a) The encouragement and development of an air transportation system 
properly adapted to the present and future needs of the foreign and domestic 
commerce of the United States, of the postal service, and of the national defense. 


Apparently Congress foresaw that an administrative agency such 
as the CAB might not be able and willing at all times to carry out this 
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policy expeditiously through its certification and exemption pro- 
cedures, for it provided in section 401 (f) of the act that— 

Any air carrier may make charter trips or perform any other special service, 
without regard to the points named in its certificate, under regulations pre- 
scribed by the authority. 

This provision made it possible for certificated carriers with enter- 
prising ingenuity to provide new and special services as the need arose 
without the death-dealing delay of proceedings before the Board. 
For example, in January 1951, Resort Airlines acquired by merger 
the business of Nationwide Air Transport Service, Inc., and planned 
to provide its special farm labor transportation service under the 
waliecy of section 401 (f). The owner of Nationwide was a war 
veteran who pioneered in the years 1946-50 a special service under 
contract with the Regional Labour Board of the British West Indies 
colonial government to transport seasonal farm workers between the 
British West Indies and the United States farms. The enforcement 
division of the CAB informed him that his airline, Nationwide, being 
an irregular carrier, did not have authority to engage in foreign 
passenger transportation. He applied for a certificate but knew 
it would be years before a decision would be made on the application. 
The only way he could be sure of legal authority to continue this 
supplementary air transportation service was to become part of a 
certificated carrier, which could rely on the authority Congress gave 
in section 401 (f). 

Resort Airlines was interested in acquiring his business because this 
specialized flying service appeared to be especially suitable for Resort 
to operate in conjunction with its specialized vacation tour service 
for the following reasons: 

1. The seasonal movement of farm labor complemented perfectly 
the vacation seasons. Most of the labor transportation was concen- 
trated in May-June and October-November, the months when there 
is practically no tourist travel. 

2. The contract with the British West Indies helped to achieve one 
of the purposes stated by the President in awarding Resort its certif- 
icate—it improved relations with a foreign government by enabling 
the farmworkers to earn United States dollars for the dollar-hungry 
British Empire. 

Unfortunately the CAB shortly thereafter took two steps which, in 
my opinion, nullify the intention of Congress in writing section 401 
(f) in the act: 

1, On March 16, 1951, the Board adopted part 207 of the Economic 
Regulations to restrict severely off-route charter and special service 
transportation. It prohibited any charters over a foreign route of 
another carrier without permission from that carrier. It prohibited 
any regular special service in operation over the domestic route of 
another carrier. It practically prohibited new or small airlines like 
Resort from providing special services in 207.5 which reads: 

An air carrier shall not during any calendar quarter perform charter trips 
or other special services (not counting charter trips or other special services 
performed between points designated to receive service by such carrier in its 
certificate of public convenience and necessity) which in the aggregate, on a 


revenue plane-mile basis, exceed 2% percent of the revenue plane-miles flown 
by it in scheduled air transportation during the preceding 12-month period. 
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This 244-percent limitation restricts special services largely to large 
tr unkline carriers, which, for justifiable reasons, have neither interest 
in, nor incentive for, developing special services. 
On July 17, 1951, the CAB ordered an investigation of the au- 
a ity of Fiying Tigers (an all-cargo carrier) to carry passengers on 
charter trips and the authority of Resort to fly any kind of charter 
trips except all-expense esc orted tours. On June 20, 1952, the Board 
ruled (Order No. E6539) that a carrier may transport on charter or 
special service flights omly that class of traffic authorized in its certi- 
ficate. Flying Tigers have appealed that decision to the courts. If 
the courts should uphold the CAB restrictive interpretation of section 
101 (f), Congress can aid the development of new and supplementary 
\ir services by certificated carriers by inserting in the last sentence of 
section 401 (f) after the word “points” the following: “or class of 
traffic.” 

Asa result of the aforementioned two Board orders nullifying the 
use of section 401 (f) by new or small carriers like Resort, the only 
practical way small certificated carriers can provide special services 
supplementary to normal point-to-point common carrier traffic is to 
get exemption orders from the Board. But until the thinking and 
attitude of the Board toward small carriers providing special serv- 
ices has been changed, it will not be practical even to rely upon the 
exemption procedure. 

For example, shortly after the adoption of part 207, Resort applied 
for an exemption from it to carry the aforementioned British West 
Indian farm labor. Although most of that labor is transported in 
the month of June, the Board did not grant the exemption until June 
29 and then made it expire on December 31,1951. Later in the year 
Resort had to apply for a renewal of the labor-transportation exemp- 
tion in 1952. 

Finally, a vigorous demand for CAB aetion from several farm 
organizations resulted in the exemption being granted on February 
28, 1952, to expire December 31, 1952. 

Again in 1953 the CAB delayed renewing the exemption until April 
6. Although most of the labor is carried in June and October, the 
contracts for it must, of course, be negotiated early in the year. 

Mr. Ryan testified to your committee last March 31 that the CAB 
is not hostile to the irregular carriers as a class and does not have 
any prejudice against small business. The experiences of Resort with 
the Board since receiving its certificate bear out his statement in 
regard to hostility toward the irregulars as a class. In spite of being 
a certificated regularly scheduled ‘airline, Resort has had m: ny dif- 
ficulties and problems as a result of misunderstanding and confused 
thinking on the part of the CAB. Other certificated carriers have 
probably had problems arising from the same basic cause. 

This is the basic cause of such problems, in my opinion. In 1938 
the CAB was required by law to grant certificates to a large number 
of existing airlines on the basis of their grandfather-route oper- 
ations. It was also required to work out a sound air transportation 
system that would result in decreasing mail-pay subsidies. 

The problems involved in working out such a system, particularly 
with the sudden and tremendous expansion in air-transportation 
capacity shortly after the war and the sudden growth in foreign air 











































98 FUTURE OF IRREGULAR AIRLINES 


carriers, forced the CAB to devote most of its thinking hours toward 
solving problems of uneconomic competition. It is understandable 
that under such circumstances too little attention would be paid 
to its responsibility under section 2 of the act to encourage the devel- 
opment of air services properly adapted to the future needs of foreign 
and domestic commerce and national defense, such as those provided 
by Resort Airlines and other small carriers. 

It is also understandable that the Board’s actions on specific pro- 
posals of such small carriers would be inflienced subconsciously by 
habits of thinking formed in its constant preoccupation with the 
problems of uneconomic competition between carriers serving old 
routes with point-to-point ordinary traffic. 

It should be remembered that shortly before the Korean war 
the problem of uneconomic competition on some routes was so great 
that the Board took the extreme step of issuing orders to break up 
and dismember several certificated scheduled carriers after proper 
hearing and investigation, of course. 

May I cite a few of the problems Resort Airlines has encountered 
which illustrate this fundamental point? When the Board awarded 
Resort an international certificate in 1949, it and the State Depart- 
ment incurred the obligation to implement that certificate by making 
available the Government’s facilities and prestige for the negotiation 
of necessary foreign landing permits. Resort requested the CAB to 
advise the State Department to negotiate foreign landing permits 
under the Bilateral Transport Agreements for Resort as it had done 
for all the other certificated United States international airlines. 

The CAB, however, not used to thinking about how to encourage 
the promotion of new types of air services, did not readily see how 
Resort’s services could be incorporated in these treaties, and it there- 
fore did not so advise the State Department. 

Now, foreign governments at international conferences had defined 
a “scheduled airline” as an airline that, among other things, is des- 
ignated by its government under the Bilateral Transport Agree- 
ments. Hence, the CAB felt it had to characterize Resort as a “non- 
scheduled” airline in all communications with foreign governments. 
This unfortunate characterization resulted in foreign governments 
refusing to give Resort permission to fly regularly scheduled tours 
in their territories. 

The consequent lack of adequate foreign landing permits prevented 
Resort from planning and promoting continuous tour operations until 
the summer of 1952, 3 years after receiving its temporary 5-year cer- 
tificate, and even then its landing permits covered only a part of its 
certificated routes and contained restrictions that made impossible 
full development of even that part. Finally, by September 19, 1952, 
the CAB had done enough thinking about Resort’s new type of opera- 
tions to agree in writing that Resort was “entitled to the full sup- 
port of the Government in obtaining landing rights necessary to im- 
plement its certificate of public convenience and necessity” and advise 
the State Department to negotiate such landing rights. 

As late as January 21, 1953, BOAC, the national airline owned and 
operated by the British Government, wrote me a letter explaining it 
was objecting to our Government’s request for landing rights without 
restrictions other than those in our certificate, because it did not want 
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nonscheduled airline like Resort to be able to operate on a regular 

hedule. 

| would like to quote just one short paragraph from that letter: 

It has always been our interpretation of air cruises such as your company 

nerates that passengers arriving in British territories should arrive and depart 

n the same flight. If this can be relaxed, nonscheduled air carriers would be 
le to operate on what would virtually be scheduled services and, therefore, 
upete directly with scheduled carriers, 

Recently the British Government agreed to give Resort relatively 

nrestricted landing rights in the British colonies of Nassau, Jamaica, 

\ntigua, and Trinidad until December 31, 1953. This means our 
purchases of equipment and large investments in sales promotion 
iust be made on mere hopes that this landing permit will be renewed 
for 1954. 

The Air Policy Division of the State Department has informed 
Resort that negotiations with Cuba, Venezuela, and Mexico cannot 

. initiated for Resort until the bilateral agreements have first been 

nupleted for all the other certificated scheduled airlines. This in- 
licates that encouragement of new types of air services like Resort’s 

ave a very low priority rating in their thinking. The result of this 
policy for Resort is disastrous in view of the fact the 5-year period 
of its temporary certificate runs out in the summer of 1954. It is 
hoped the CAB will pay enough attention to Resort’s problems to 
realize next year that failure to give timely and full governmental 
support in the negotiation of landing permits has made it impossible 
to conduct an adequate experiment to determine the public need for 
Resort’s service on these foreign routes, and therefore additional time 
should be granted to conduct a full experiment before deciding 
whether to renew Resort’s certificate or not. 

In hearings before your committe reference has been made to the 
attitude of the Enforcement Division of the CAB. The confused 
thinking of the CAB relative to the development of new services has 
been reflected in the attitude of the Enforcement Division toward 
Resort Airlines and thereby created some difficult problems. For ex- 
ample, on January 23, 1950, before Resort had inaugurated its certifi- 
cated tour service, Eastern Air Lines filed a complaint with the CAB 
against Resort alleging certain violations of the Civil Aeronautics 
Act in connection with the tour service. A week later, on January 27, 
1950, Chicago & Southern Air Lines filed a complaint with the CAB 
alleging that Resort had violated the act in several respects. You 
would expect CAB to give this young, small airline an opportunity 
to discuss these alleged violations or to make changes which the CAB 
felt would be desirable. But on March 6, 1950, just a few weeks after 
Resort started operating its certificated tour services, the CAB issued 
an order instituting a formal and public investigation into alleged 
violations of the act by Resort. Resort’s first notice that such an order 
of investigation had been issued or even contemplated by the CAB was 
when an investigator of the CAB appeared at the offices of Resort on 
March 7, armed with a copy of the order of investigation and a sub- 
pena issued by the CAB. Since the alleged violations were, under the 
circumstances, of a trivial nature, made tenable mostly by legalistic 
rather than reasonable interpretation of regulations and orders, this 
investigation did not go to public hearing, but was terminated by the 
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entry of a consent order late in 1950. Although no public hearings 
were held, pendency of the proceeding did substantial damage to 
Resort in several ways, having a particularly harmful effect upon 
Resort’s relationships with travel agents upon whom it had intended 
to rely fora here part of its ss ales effort. 

On November 17, 1951, Eastern Air Lines filed a complaint with 
the Enforcement Division that Resort’s certificate should be revoked 
because Resort’s operations had been concentrated on special services 
other than all-expense tours during the national emergency created by 
the Korean war. The Board, apparently not fully realizing that 
Resort’s tours couldn’t be operated frequently without foreign. land- 
ing rights, took the complaint under serious consideration and gave 
it an official Docket No. 5227. Although Resort replied to the com- 
plaint in full detail showing how its expensive sales promotions of 
tours had been ruined repeatedly by failure to get landing rights, the 
complaint has not yet been dismissed. 

This particular problem i isa perfect illustration of what is wrong, in 
my opinion, with CAB thinking and the explanation of it. The CAB 
thinks in terms of the public necessity to provide service for a par- 
ticular route. if an airline is certificated to provide regular trans- 
portation between Chicago and Peoria and it neglects that service in 
order to carry Moslem pilgrims to Mecca, that airline is not doing 
7 part in building a sound air-transportation system. Therefore the 

CAB has the responsibility of restricting the off- route Mecca operation 
in order to assure adequate service between Chicago and Peoria. That 
is the proper attitude toward a subsidized airline certificated to 
provide all normal services over a particular route. 

Airlines like Resort, however, which serve the general public with 
supplementary air services instead of serving a particular route, and 
which receive no subsidies, should be encour aged to provide whatever 
supplementary services they can for the public welfare. As men- 
tioned at the beginning of my statement, Resort has provided more 
military transport: tion duri ing the war in Korea emergency than any 
other certificated scheduled airline in the United States. I believe 
Resort is obligated to provide military transportation because the 
President directed the CAB to award Resort a certificate “in the in- 
terest of national security.” His decision was based in part on a rec- 
ommendation from the Military Establishment that Resort Airlines 
would contribute to national security in an emergency because it 
could divert its services from nonessential vacation travel to military 
transportation. The CAB, however, thinking in terms of old-line 
point-to-point carriers, has not realized Resort is to be encouraged in 
providing military transportation at a time when other certificated 
airlines find it disadvantageous to divert aircraft to military require- 
ments. It is threatening the revocation of Resort’s certificate be- 
cause it has not concentrated on vacation service. 

Resort also feels it has been carrying out the President’s directive 
in its certificate by providing transportation for seasonal farm labor 
from the British West Indies. The certificate was awarded also for 
“reasons affecting foreign relations.” You know of our Government’s 
concern with the dollar shorts age of the British Empire. This labor 
transportation provides considerable dollar income to British colonial 
citizens. But the CAB has apparently not adjusted its old style 
thinking to modern public welfare considerations. So it has been 
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demning Resort for providing this kind of supplemental transpor- 
tion When it is most needed, instead of encouraging it. 

In the light of the foregoing analysis based upon Resort’s exper- 
ence, What should the CAB do to convince the American people and 
Congress it is faithfully carrying out all its responsibilities under 
the Civil Aeronautics Act ? 

(1) Inmy opinion, it should find a way to process expeditiously ap- 

cations for certificates to provide nonsubsidized supplementary air 
ansportat ion services. 

2) It should repeal part 207 of the economic regulations so small 

ertificated carriers with ingenuity and resourcefulness can provide 
off-route supplementary transportation without subsidy. 

3) It should devote part of its time and personnel to explore how 
t can best encourage the development of new and supplementary air 
-ervices on the part of all carriers able and willing to provide them. 

Resort Airlines has demonstrated its ability and willingness to 
provide such supplementary services without subsidy, and I belive that 
is the Government continues to study air transportation policy, the 

‘AB will eventually adjust its thinking and give more encourage- 

t and assistance to airlines that do what Resort Airlines is doing. 
Then these problems which your committee is studying will gradually 
olve themselves. 

Phe CuatrMan. Thank you, sir. The next and the last witness is 
I’, H. Smith, Island Air Ferries. 

All right, Ma. Smith. 


STATEMENT OF FREDERICK H. SMITH, PRESIDENT, ISLAND AIR 
FERRIES, INC., BOHEMIA, N. Y. 


Mr. Smrru. I will be very brief, Mr. Chairman. 

Mr. Chairman, I am appearing before this committee on behalf 
of a small airline corporation that is owned by 344 people residing 
in the area which it serves, and of which I am president. 

On January 26, 1953, this small business was denied continuance of 
its route franchise by the Civil Aeronautics Board. As an American, 
who, along with our other employees, has worn a service uniform when 
required, I am sincerely disturbed at being put out of business by : 
Federal Bureau’s tie vote. A tie vote means that at least half of the 
Bureau’s members believed that our case had merit. 

[ ask this committee’s aid in ascertaining what kind of policy is 
ndicated in the Civil Aeronautics Board’s taking such action; in 
rie rmining whether the basic aim of the Civil Aeronautics Act of 

938 has not been dispensed with in the reference-proceeding ; and in 
finding out why my company—which has demonstrated its hardiness 
i an 8-year period—should be rendered inoperative by this Board. 

[ ask your indulgence for 6 months, in which to explain our situation. 

Island Air Ferries, Inc., was incorporated in the State of New York 
for perpetual duration on August’28, 1945, to conduct an air trans- 
portation business connecting Long Island, southern New England, 
and metropolitan New York trade and resort areas, by operation of 
the route depicted on the enclosed map. 

As of January 1, 1946, the company established its offices and busi- 
ness in the Terminal Building at MacArthur Airport, Long Island, 
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N. Y., and has since continuously maintained its business and offices 
at that address. 

On September 1, 1945, the company made application to the Civil 
Aeronautics Board for a certificate of public convenience and neces- 
sity for the route it desired to operate, and 30 months thereafter, 
on February 19, 1948, was awarded the route, known as route 89, 
for a 3-year term. It authorized the company to furnish transporta- 
tion of passengers and property, but not mail, and the expense to the 
company of obtaining the certificate and developing it in subsequent 
“pilot plant” operations and studies is estimated—as of January 1, 
1953—at approximately $160,000. During the 714 years since its 
creation, the founders and management, without hi aving been grante| 
the right to carry the mails, have continued at their own expense, their 
efforts to develop the route on its own merits. 

The company furnishes Long Island, southern New England, and 
the New York City Metropolitan Area with local and connecting serv- 
ice, and also furnishes special-service air transportation to points 
beyond its route area. The carriage of property is currently the most 
productive activity, although persons are occasionally carried, and the 
company feels that it must ‘accede to the current demand for passenger 
service, at least by July 1, 1953. The company is in a position to 
carry mail at service, or property-carriage rates, should the Board 
or the United States Post Office Department authorize such service. 

The company owns three aircraft of the capacities ranging up to 
1.2 tons payload, and from time to time leases additional aircraft t- 
accommodate loads which owned aircraft cannot handle. 

The an aie a service between points on route 89 on 
demand-basis, i. e., flights are cancelled when load is not offered at 
scheduled Site ae extra sections are flown when offered loads are 
beyond the capacity of scheduled equipment. This type of service is 
not practicable for trunk airline operations, but because of the com- 
pany’s unique route distances which are short and over water, the 
“demand” type of service has proven most advantageous to the com- 
pany in terms of expense, and to its customers in terms of frequency 
and flexibility. It also eliminates to a great extent, the deadheading 
of aircraft. The operation of this service has produced for the com- 
pany’s management, a great deal of operational and economic infor- 
mation about its route, and at no cost to the Government. 

Since its formation, the company’s management have made a con- 
tinuous, extensive, and aggressive study of the potentialities of route 
89, and the requisite connecting services offered by other carriers at 
each point thereupon. Of necessity, and because nearly 90 percent of 
its initial paid-in capital was expended in acquiring from the Board 
the right to start its business, these studies are being carried on 
through the medium of actual “pilot-plant” operations over various 
route segments, and in other activities that show promise. 

As a result of these studies and because of the effective geographic 
separation of Long Island from southern New England caused by 
Long Island Sound—a factor which requires all surface-routed goods 
and persons to be transported through the city of New York—the 
company now knows beyond dispute, that its route system is a sound 
one. 
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eS ; It employs the airplane to surmount geographical obstructions, in 
) a trade and resort area where populations are great and growing, 
ri] and can show a real profit by charging slightly less than surface 


8- rates for roundabout travel. 
The most difficult task that has confronted the company’s manage- 
9, ment is that of convincing regulatory bodies and others that such a 
\- veographic-economic situation exists practically within the shadow 
le ( f the great city of New York. From a travel-between-trade-areas 
t tandpoint, the Andes Mountains could not more effectively separate 
L ong Island from New England than does Long Island Sound. 
; Proof of the convenience and necessity of the company’s service is 
apparent in the growth of the company’s air freight business during 
the calendar year 1951, when renewal of the company’s route certifi- 
ite was veubiied from CAB. During this year the dollar volume 
. of this activity over its route increased 1,200 percent, and the business 
viven to connecting carriers at Bridgeport, New York City, New 
Haven, and New London increased much more than that. The great 
lvantage—in addition to that of geography—that the company’s air 
eight service offers its own interarea customers may be summed up 
| one of its sales slogans: “Fly it Island Air Freight for the price of 
the crate!” 

It is a fact that in most shipments of fabricated products and as- 
semblies, the company’s total charges for pickup, air-carriage, and 
delivery totals less than the cost of crating th 1e same shipment for sur- 
face-transport protection against handling damage. 

The 1951 operations described above were conducted through the as- 
signment of but one aircraft to regular on-route operations. In the 
latter months of the year it became necessary to add a second aircraft 
because of the proffered business, and, in January 1952, the company 
lost $2,600, in proffered business because the assigned and available 
equipment was inadequate to carry it. 

As a result of its experience, gained at no cost to the Government, 
the company believes that this business, and its passenger business 
can and should be expanded tremendously, but it feels that it should 
be done under the se ste rules and economic regulations required for 
scheduled operations, and with the stamp of legitimacy which derives 
therefrom. 

Despite the fact that no other airline has applied for Route 89, and 
repeated requests to CAB from our customers that we be allowed to 
continue our efforts without subsidy, the Civil Aeronautics Board 
denied us renewal of our certificate, late in 1952, by dint of a tie vote, 
2-to-2, among the 4 members of the Board. 

Request for reconsideration of this decision—including evidence 
of bona fide escrow deposit of additional capital—was denied in 
January 1953—and again by the tie vote. 

Since Island Air Ferries, Inc., has a perfect safety record in 8 years 
of operations; since it has developed its own “small business” with 
its own bootstraps and strenuous resourcefulness; and since it asks 
nothing from the Board but to conduct its established business without 
fiscal aid from the Post Office Department or any other Federal source, 
over a useful air route for which no other carrier has applied, we 
request this committee to ascertain why the Board does not allow us 
to proceed, and—indeed—why it does not encourage us to do so, under 
the terms of the Civil Aeronautics Act of 1938. 
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The CHatrman. How is that area served now ¢ 

Mr. Smirn. Mr. Chairman, the area is now served by one steam- 
driven ferryboat that runs between May and October each year, and 
the boat was built, I think, in 1890. 

The CHairman. In other words, there is no other air-flight service ! 

Mr. Smiru. No, sir. 

The Cuarrman. And there are no bridges over some of this? 

Mr. Smiru. No. 

The Cuarrman. And it is served by a ferryboat? 

Mr. Smiru. Yes. 

The Cuarrman. And no scheduled operator is operating in the given 
area? No scheduled operator is operating in the same area? 

Mr. Smiru. No, sir; there are no scheduled operators east of New 
York International Airport, which is in downtown New York. 

The CHarrman. All right, sir. You had not yet finished your 
statement at the time I interrupted you. 

Mr. Smiru. Mr. Chairman, since that is a quotation I will simply 
ask that it be included. 

The CuHairman. That is just a quotation. 

Mr. Smitru. I thought I might save the committee’s time. 

The CuHarrmMan. Senator Hunt, do you have any questions ? 

Senator Hunt. Did any other airline or any other individuals, other 
types of transportation, appear before the CAB in opposition to your 
application ? 

Mr. Smrru. No, sir. If my recollection is right, and I believe it 
is, during the 7 years that we have been before the Board in various 
proce eedings there have been no other fixed-wing operators—that is, 
a conventional aircraft operator—to object to us. In fact, most of 
the trunklines appeared in our favor in that area. 

Senator Hunt. You gave us only the tie vote as the reason why 
you were not granted your certificate of convenience and necessity. 
What was the reason for the two negative votes? 

Mr. Smirn. The two negative votes, sir, stated, as I recall them, 
that we did not have enough money to start our scheduled operations 
under the new certificates. I would like to restate in that case that 
we cannot both spend it in Board proceedings and then have it left 
to run our business with. We did not lose any money in running our 
business. We lost it in coming down here trying to get it, and then 
to protect the right to run it without any 

Senator Hunt. You lost $160,000 in trying to get started; is that it? 

Mr. Srru. I would not say we had lost it, unless this is a hopeless 
ease, sir. 

Senator Hunt. You expended it. 

Mr. Smirn. Yes, sir. 

Senator Hunt. That is all. 

The CrHatmrman. What are you doing with your equipment at the 
present time? 

Mr. Saurrn. It is sitting up there in the airport, Mr. Chairman. 

The Cuatrrman. How many ships? 

Mr. Smrrn. Three. 

The CHarrmMan. Three ships. What type? 


1 Quotation referred to, Civil Aeronautics Act of 1938, Declaration of Policy, appears 
on following page. 
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Mr. Smrru. One is a Norseman, which carries about a ton and a 

* «guarter, and the other are two small airplanes, 1 Beechcraft and 1 

, m ‘ ° . . > > ° 

© Navy. We had intended in our application for certification to put 

’ k the Douglas DC-3’s, 2 of them that we had to sell in 1948, to 


pport our Board proceedings. We have sold, I think, exactly four 
Douglases to pay for our red tape over in the Commerce Building. I 
un a little bitter about them; I am sorry. 

The Cuatrman. Thank you. That will conclude the hearing for 
this morning, and we will resume hearings next Monday morning 


it 9: 30, 
Mr. Smiru. Thank you, sir. Here is the quotation for the record. 
Phe CuarrMan. That will be accepted. 
(The document referred to follows:) 


Civit AERONAUTICS AcT oF 1938 
DECLARATION OF POLICY 


Sec. 2 (49 U. S. C., sup. V, 402). In the exercise and performance of its powers 
and duties under this act, the Authority shall consider the following, among 
her things, as being in the public interest, and in accordance with the public 

nvenience and necessity. 
The encouragement and development of an air-transportation system 
properly adapted to the present and future needs of the foreign and domestic 
erce of the United States, of the Postal Service, and of the national defense ; 

(b) The regulation of air transportation in such manner as to recognize and 
preserve the inherent advantages of, assure the highest degree of safety in, and 
foster sound economic conditions in, such transportation, and to improve the 
relations between, and coordinate transportation by, air carriers: 

(c) The promotion of adequate, economical, and efficient service by air carriers 
at reasonable charges, without unjust discrimination, undue preferences or 
advantages, or unfair or destructive competitive practices; 

(d) Competition to the extent necessary to assure the sound development of 
an air-transportation system properly adapted to the needs of the foreign and 
domestic commerce of the United States, of the Postal Service, and of the national 
defense ; 

(e) The regulation of air commerce in such manner as to best promote its 
development and safety ; and 

(f) The encouragement and development of civil aeronautics, 


(Whereupon, at 1:15 p. m., a recess was taken until 9:30 a. m, 
Monday, May 4, 1953.) 
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FUTURE OF IRREGULAR AIRLINES IN UNITED STATES 
AIR TRANSPORTATION INDUSTRY 


MONDAY, MAY 4, 1953 


Untrep States SENATE, 
SUBCOMMITTEE ON ReLations or Business WITH GOVERN- 
MENT OF THE SELECT COMMITTEE ON SMALL Business, 
Washington, D.C. 
The subcommittee met, pursuant to recess, at 9:30 a. m., in room 
157, Senate Office Building, Senator Edward J. Thye (chairman of 
the full committee and chairman of the subcommittee) presiding. 
Present: Senators Thye (presiding) and Hendrickson. 
\lso present: Laurance G. Henderson, staff director. 
The CuarrMANn. The committee will come to order. 
Senator Pepper, we are very happy to see you here. 
Mr. Perper. Thank you, Senator. 
Mr. CuHarrMan. I cannot ever think of calling you anything but 
Senator Pepper.” That was how I knew you when I first came into 
the Senate. 
Mr. Pepper. Thank you, Senator. You know how warmly I re- 
procate your kind sentiments, sir. 
The CuHarrmMan. You may proceed in whatever manner you wish 
to present your statement. 
Mr. Perper. Thank you very much, Mr. Chairman. 
The Cuamman. You may proceed. 


STATEMENT OF CLAUDE PEPPER, COUNSEL, AIRCOACH TRANSPORT 
ASSOCIATION, INC., WASHINGTON, D. C. 


Mr. Perper. Mr. Chairman and members of the committee, m 
uname is Claude Pepper. I am here as counsel for the Shomer 
Transport Association. It is composed of 40 members—all operators 
of small, low-fare, unsubsidized airlines which serve the public pri- 
marily in air-coach service and which also serve the United States 
of America in its defense program, by an everyday airlift of military 
personnel within the boundaries of this country, although one mem- 
ber also conducts a anu airlift overseas. They were the first car- 
riers to participate in the Berlin airlift, where the small independent 
operators carried 25 percent of the passengers and 58 percent of the 
cargo. They were among the first to take part in the Korean airlift 
in 1950 where the small independent airlines carried 25 percent of the 
passengers and 39 percent of the cargo. In 1951 these small inde- 
pendent carriers moved about one-third of the passengers and nearly 
half of the cargo in the Korean airlift. 
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This is a group of American small-business men, most of whom are 
veterans of World War II. In the aggregate, they employ approxi- 
mately 10,000 persons in the United States in the pursuit of their 
business. They fly 79 airplanes, less than an average of 2 planes each, 

They come under the jurisdiction of the Civil Aeronautics Board 
and the CAA under the Civil Aeronautics Act of 1938. 

Each member of our organization had a perfect safety record for 
1952. I am not yet personally acquainted with the detail regarding 
their operations. I have just been called into this association as 
counsel. In fact, on that premise, I petitioned for a short delay prior 
to the presentation of the facts in the case. However, it was neither 
practical nor possible for the subcommittee to grant that petition, in 
the face of its many activities, which, of course, I thoroughly under- 
stood. 

Accordingly, with me is Mr. H. B. Johnston, general manager of 
the Aircoach Transport, who is more qualified to state the general 
picture and to answer specific inquiries. 

I thought it would be helpful to the committee if at the outset of 
the presentation of our ease I briefly stated the broad philosophy 
guiding our cause and tell the committee what we ask. To me, it is 
really a crusade—a crusade for every small-business man in America. 
It is a cause to prove that we have not reached a day in the history 
of the United States when men can be forced out of business, small- 
business men—merely because they offer competition. For that is 
what is happening. 

First, let me clarify my views on the misnomer regarding these 
common carriers. They are improperly called “nonscheduled and 
irregular airlines.” There is nothing in the law which should cause 
anyone to call them irregular. But its very connotation, the word, is a 
damning word to anyone in the airline business. Or to anyone in 
any business. Therefore, I respectfully request that this hearing 
refer to these American small-business men as the supplemental air 
coach carriers—for that, in truth, is what they are. 

They supplement the service which the great major airlines of 
America offer to our people. In no way do they wish to interfere with 
the great major airlines of this country. All they ask is a chance 
to serve the people, too—by offering a different low-fare, unsubsidized, 
supplementary service wherever it is in demand and will serve the 
public need. 

I believe with you that the word “competition” is a very healthy 
word in the American dictionary. Our very Nation was built on that 
word. When Commodore Vanderbilt uttered his famous phrase, 
“The public be damned,” the public refused to be damned—and we 
eventually got laws, known as the Sherman antitrust laws, and other 
laws, which protected our small-business men against being frozen out 
of business, except for due cause. ; 

These men as unsubsidized aireoach carriers in 1946 started a new 
and different business in the airline industry in the United States. 
They foresaw that cheaper travel would attract many more persons 
than were flying. And it did. In fact, let me quote a member of the 
CAB, a former Marine Air Force colonel, Col. Joseph P. Adams, an 
address delivered at the Oakland, Calif. Chamber of Commerce on 
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ii: 


(pril 15, 19% 5$—only a couple of weeks ago. On this score, Colonel 
Adams of the CAB said: 


During its early stages, low-fare air service developed slowly, in my opinion. 
Beginning 1946 by our nonscheduled or irregular carriers, this new type of 
service Was immediately and enthusiastically accepted by the traveling public. 

In late 1948, a low-fare night coach service was operated by one of our trunk- 
ine scheduled operators, and others of the trunklines began both day and night 

ich services in 1949. 

I am pleased to report that all of our larger trunklines are now providing this 
service in increasing volume. Last year almost 20 percent of our passenger 
raffic and revenues came from low-fare, air-coach service. 


Gentlemen, you will note that this new and different type of service 
for the American people was started by these supplemental air car- 
riers—who are, as I said, misnamed irregular air carriers. From 

46 until 1949, the big trunklines showed no interest. Then when 

became a promising business, they went into it, too—and what is 

happening to the pioneers? What is happening to the small-business 
men who started it? They are being regulated out of business by the 
Civil Aeronautics Board in flat disreg: ard of the recommendations of 
his committee made 21 months ago. This is no idle statement. You 
will be given facts and figures. “E very day, they are being actually 
forced to stop flying. And the reason? The offense is—too frequeiit 
nd too regular. In other words, these pioneers of the aircoach busi- 
ness are being put out of business by the CAB because they are becom- 

g successful. That hardly seems the American way to me. 

Let me quote Colonel Adams of the CAB further. He says: 

I believe we have only scratched the surface of the potential air-passenger 
olumes that can be reached through the further development of the low-fare 
aircoach service. For instance; let’s look at the record of air travel for 1952. 
In that year the railroads reported almost 23 million Pullman passengers and 
ver 186 million coach passengers. In 1952, therefore, only 11 percent of all 
rail passengers traveled via Pullman or deluxe service, while 89 percent traveled 
as coach passengers. In comparison, as I have already noted, the ratio of first- 
class to coach-passenger traflic for our domestic airlines was about 80 percent 

st-class to 20 percent coach. 

Iiven so, the growth in aircoach travel in 1952 over 1951 on domestic carriers 
was over 80 percent. It is also heartening to note that 10 of our 14 domestic 
scheduled air carriers are now operating coach services—which certainly should 

dicate a continuing trend toward the rapid increase in overall coach operations 
in the immediate future. In my opinion, we should now enter on that stage of 
our air-transport development wherein we make reduced-fare aircoach services 
available on an ever-increasing scale, looking forward toward the time when our 
present 20 to 80 percent ratio is reversed, with low-fare aircoach passengers 
becoming the 80 percent rather than the 20 percent. 

Mr. Chairman, if you will turn to page 7 of my statement, you will 
note this: If the Chair can see this little exhibit here, which has been 
prepared by some of our people, it shows graphically this transporta- 
tian picture in the country—I am sorry it is not visible to all. 

The rectangle, Mr. Chairman, the whole rectangle represents all 
intercity traffic movement by private automobile, which is reported to 
be 355 billion passenger-miles for the year 1951. 

The pyramid represents the number of passenger-miles which are 
carried by all public conveyances, rail, air, and highway, which is a 
total of 62.6 billion passe name in relation to 355 billion for the 
private automobile. 
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Now, then, the red apex of this pyramid, and the next blue section 
below it, represent the carriage by coramon carrier in what we call first- 

iss carriage. 

The red part represents the first-class passengers carried by the 
airlines, am the blue part the first-class passengers carried by the 
railroads in pullman. The red part of the apex representing the 
portion of the first-class passengers carried by air is 47.4 percent of 
total first class; that is, the airlines in the year 1951 carried 47.4 per- 

ent of all the first-class passengers carried by air and rail. 

When you drop down to the next tier you will see the crossed thin 
red line. That represents the number of second-class passengers car- 
ried by air. That is 11.4 percent of all the passengers carried second 

ass by air and rail. 

The CuamrMan. Those are your coach flights? 

Mr. Pepper. That is right. 

The CuarrMAN. Or those flying under what you might term coach 

ites ? 

Mr. Perrer. That is right. 

Che CuarrMan. That represents the airlines only ? 

Mr. Prerrrr. That is right. 

Now, the first two tiers represent, as they did above, the airlines 

d the railroads. So the coach carriers or those carried by coach 

y air, 11.4 percent of the passengers carried second class by air and 
rail, because the next tier is the day coach on the train and, as I said, 
the air part is 11.4 percent of the total of air and rail—in other words, 
the air coach and the day coach on the rail—that is what it represents. 

Now, the last tier at the bottom is the number of passenger-miles 

f the bus carriers of the country, what we call coach carriage by 

uighway. 

If you include that with the two tiers above that tier, then the 
urlines or the air coaches carried only 5.8 percent of the passengers 
arried, as we will say, second class by air, rail, and bus. 

Now, to sum up, the airlines carry 47.4 percent of what we might 
call all the first-class passengers, those carried by air deluxe and 
pullman, but we carry only 11.4 percent by aircoach of the total coach 
passengers carried by air and rail, and only 5.8 percent of all the 
oach passengers carried by air coach, railroad coach, and highway 
coach or bus. 

So you will see, Mr. Chairman, that the airline has not yet become 
the medium of travel for the average traveler. 

We have summarized that in our statement on page 7, and later, 
General Knerr, who will follow as one of our witnesses of the morning, 
will relate these data to the national defense. 

Our people are ready and willing to do their part. They seek only 
a supplementary part in developing for the public this air-coach serv- 
ice which they started—in which they pioneered. But, if they are put 
out of business because they fly too frequently and too regularly, in 
rendering a different and supplemental air service, they won’t be 
around to serve the public, the military airlift, the Korea airlift—or 
anything else. 

Against their point of view—one of willingness to give the Ameri- 
can people a fine different and unsubsidized air-coach service at lower 
prices—and completely without 1 cent of Government subsidy, 
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whether we disguise it with words like airmail, or compensatory [9 
payments, or what not—let us look at the other point of view—that Li 
of a major airline. 

On December 14, 1951, Mr. W. A. Patterson, president of United 
Airlines, a trunkline carrier of importance, was quoted in the Boston 
Traveler as follows: 











Actually, the nonscheduled carriers have made business for us. I wouldn't 
be going into the air-coach business if political criticism was not involved. 











This is the 50th year of powered flight. Airplanes have grown from 
the Wright brothers plane at Kitty Hawk to the great jets of today. 

Mr. Chairman, if I may diverge from my prepared statement for 
a moment, one of the pictures that I alw: ays proudly displayed on 
my office wall here in the Senate Office Building was a photograph 
of the first airplane flight at Kitty Hawk, which was autographed 
for me by Mr. Orville Wright who, I believe, was one of the brothers 1 
lying prone, flying the plane when it made that first flight in 1903. | 

Mr. Wright came to me, along with some other Senators, and 
asked me to initiate the bill for National Aviation Day, and I saw 
quite a bit of him during the discussions of that bill. As a kind 
ness to me for my efforts in behalf of that bill, Mr. Wright, one day, 
brought me in an autographed picture, a photograph of that first 
flight at Kitty Hawk, and I always marveled that I could see here a 
picture presented to me by the man who made this aviation history, 
and that the developments that I have seen in my own lifetime could 
have occurred in one lifetime in the realm and field of aviation. 

Our armed services are daily adapting the airplane to new strategic 
and tactical missions. 

I diverge again—I know that the distinguished chairman of this 
committee, having himself been a pilot in World War I—I heard him 
say here Friday—that it would have been impossible to have imagined 
almost—TI believe he said anybody would have been considered crazy 
if they had put down a blue print of what the airplane would be 
today, and what it could do, and think of the limited tactical and 
strategic use of the airplane by the military in World War I, as 
compared to the tactical and strategic use to which it was applied 
in World War II. 

We who believe in progress refuse to believe that the airplane 
will not be adapted to meet the mass transportation problem of 
this country, and that the airplane will not become the vehicle of the 
poor man as well as the man who can choose and pay for luxury 
service. The ordinary traveler is as much entitled to a low-fare coach 
in the air as he is the day coach on the train or a bus on the highway. 

Yet, the very people who pioneered the low-fare, unsubsidized air 
coach and who are making it the carrier of the average traveler are 
being forced out of business by the CAB which totally misunderstands, 
if I may say so, the function of the supplementary low-fare, unsub- 
sidized air-coach carrier and of the 1938 law which, with remarkable 
foresight, obligated the CAB to make provisions for them. 

We do not charge the CAB with evil intent, ruinous as have been 
their actions upon the supplemental low-fare air carriers. The evil 
has come to the industry and to the public from the errors of the CAB 
in 1947, in assuming that the supplemental low-fare air-coach carrier 
had to be an irregular carrier. The very name itself—“irregular”— 
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sinterpretation by the CAB. 
Section 416 of the Civil Aeronautics Act of 1938 provides: 
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And no place within the law 


It is solely a 


Authority may, from time to time, establish such just and reasonable 


ssifiications or groups of air carriers for the purposes of this title as the 
ture of the service performed by such air carriers shall require; and such 
t and reasonable rules and regulations, pursuant to and consistent with the 
visions of this title, to be observed by each such class or group, as the Auth- 
y finds necessary in the public interest. 


Also: 


Che Authority, from time to time, and to the extent necessary, may exempt 
m the requirements of this title or any provision thereof, or any rule, regu- 


tion, 


term, condition, or limitation prescribed thereunder, any air carrier or 


ass of air carriers, if it finds that the enforcement of this title or such pro- 


sion 


or such rule, regulation, term, condition, or limitation is or would be 


y undue burden on such air carrier, or class of air carriers by reason of the 
imited extent of, or unusual circumstances affecting, the operations of such air 


rier or class of air carriers and is not in the public interest. 


These low-fare, air-coach carriers are being forced out of business 
ot because they do not render necessary supplemental service but 
vecause a part of their supplemental service tends toward regularity 

through the demand of the public. 

If these small-business men rendering needed low-fare, unsubsi- 
lized, supplemental aircoach service were forced out of business be- 
ause of safety regulations, none in our association would object. 


Our ethics demand the highest attention to safety factors. 
viously good business and necessary for good business. 
We have come to this committee with confidence. 
committee which in 1951 admonished the CAB for its entire concept 
about these supplemental aircoach carriers. 


dations for CAB to follow. 


But 


these recommendations were ignored. 


It is ob- 


For this is the 


It laid down recommen- 


Instead, 


the CAB 


stepped up the pace of forcing these small-business men out of busi- 


ness by taking away their authority to operate. 


The recommendation 


of this committee has been treated in a manner hardly befitting the 
Congress of the United States, which is the voice of the people. 

If the CAB does not answer to the Congress, if it does not answer 
Where does one go as a 


to the President, to whom does it answer ? 
court of appeal ¢ 


The action of the CAB in forcing these small air- 


coach carriers out of business is not a factual matter where the finding 


of the Board should be authoritative. 


It is a policy matter 


the in- 





terpretation of the intent of Congress in the Civil Aeronautics Act of 
When this committee, the voice of the United States in the 
expression of policy for small business, spoke so clearly in its recom- 


1938. 


mendations to the CAB 21 months ago, it is all the more surprising 


that the CAB would have so patently ignored those policy inter- 
pretations. 

In these hearings, we ask 3 things: 

i. That this committee use its utmost power to obtain for these 
small-business men stay of execution—an earnest and respectful but 
firm request that they stop putting these people out of business for 
economic reasons until this matter has been fully resolved; and that 


those members of our association, already forced out of business for 
these same unsound, unfair economic reasons, be restored to their legit- 
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imate business, pending establishment of basic principles for the 
future. 

I particularly mean, Mr. Chairman, those forced out of business 
since the committee made its recommendations 21 months ago, which 
the CAB has so carelessly ignored. 

2. I say we ask that this committee insist that its recommendations 
of 1951 be put into immediate effect—not in lip service but in truth, 
pending the further study by the Congress of the particular sphere 
for the low-fare, unsubsidized, supplemental air-coach carriers of this 
country. 

3. And third, we ask the committee to insist that the CAB reexam- 
ine and carry out the intent and purpose of the Civil Aeronautics Act 
of 1938 by: 

(a) Encouraging and developing as a part of a comprehensive air 
transportation system the supplemental as well as the primary air 
carriers, 

(b) Ridding its thinking of the erroneous concept that the supple- 
mental carrier by air must be an irregular carrier. Denying the 
word, “irregular,” is a damning, unfair word, not at all symbolic of the 
service furnished by these men and the very continuation of which 
will deny the mass of the American people an air service which they 


can afford—while in no way affecting adversely the so-called regular 


carriers. 

(c) To become indeed what the Congress intended it to be—the 
unbiased, unprejudiced, open-minded, farsighted instrument of the 
Government to provide an air-transportation system for all the people. 
not the favored few; to reconcile honestly and fairly the competing 
private interests, whether large or small, and to strengthen through 
our private free-enterprise system the air arm of the national defense 
in every way possible. In short, let the CAB become, as Congress 
intended, the partisan of none, the fair judge of all, and the true 
servant of the people. 

We will bring before you today the general manager of the Aircoach 
Transport Association and one of America’s foremost military air ex- 
perts, Maj. Gen. Hugh Knerr, who will discuss this entire problem 
from its national-defense aspects, and a small airline operator, a mem- 
ber of this association, who this very month has actually been forced 
out of business by the CA B—because he did too well. 

I thank you, Mr. Chairman, and gentlemen of the committee, for 
the courtesy of letting me appear here today. We have come to sup 
port this committee and its recommendations of 1951. True then, 
they are truer now. 

We are grateful that the Senate has provided this forum where the 
small-business man may .come with assurance that his place in the 
American way of life will be understood and appreciated and he may 
get judgments of justice. 

I would like to introduce now, Mr. Chairman, Mr. H. B. Johnston, 
general manager of the Aircoach Transport Association. 

The Cuarrman. You may introduce Mr. Johnston. 

Mr. Johnston, you may proceed. I notice that you have quite a 
lengthy statement. Is it your intention to read this statement ? 
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le Mr. Jounston. Yes, Mr. Chairman. The importance of this mat- 
seems to warrant the reading of it, if we can bear upon you to 
3S mit us. 


Che CHarrMan. This israthera lengthy statement. I did not think 

y one of you was going to make a statement of this length, because I 

5 not believe that it is nec essary to make that lengthy a statement. 
But if you desire to read it, we w ill bear with you. You may proceed. 


STATEMENT OF HAMLIN B. JOHNSTON, GENERAL MANAGER, 
AIRCOACH TRANSPORT ASSOCIATION, INC., WASHINGTON, D. C. 


Mr. Jounston. Mr, Chairman, my name is H. B. Johnston; I am 
the general manager of the Aircoach T ransport Association. 

We have 40 members, all engaged in the low-fare, nonsubsidized 

pplemental aircoach business. 

[o give you my background: I came from Mobile, Ala. I am 

arried, and I have 4 children. I have been in the t transportation 

siness for over 15 years, and served in the Navy during the war, in 
the Naval Air Transport Service. I worked for a number of years 
for a major scheduled airline, and I have had experience in that side 
of the business. Now, as I said, I am working as a representative for 
the men who make up the supplemental phase of popular air transport 

America. 

CONTRIBUTIONS OF INDEPENDENT CARRIERS 


May I express the appreciation of all independent air carriers in 
ng accorded this open hearing by your committee. I speak on 
alf of the small, supplemental, low-cost air-coach segment of civil 
viation, consisting of some 60 small operating companies. I would 
so like for my remarks to be regarded as a plea for the very large 
mber of persons who use the services of the supplemental air-coach 
ilustry during the past year and for the untold millions who are 
tential users of low-cost air transportation service offered by our 
isubsidized industry, the members of which must make a profit or 
go out of business. 
Last year these air carriers in providing this supplemental low-cost 
ervice flew approximately 1,250 million passenger-miles domestically, 
hich is about 10 percent of the passenger-miles flown by the certifi- 
ited subsidized airlines in 1952 and equals the number of passenger- 
iles flown by the entire industry in 1940. 
This industry was founded by war veterans, mostly military and 
aval pilots who entered into this business at the invitation of the 
Federal Government in 1945-46 during the postwar transportation 
shortage. 
Before I go any further, Mr. Chairman, I want to comment on some 
f the testimony I heard here last Friday. I heard it said here that 
he control of these carriers rendering this supplemental air-coach 
‘rvice had passed from the hands of the veterans who or iginally began 
hese operations. It is true that many of the veter: ans who established 
thei small businesses have either been “put out” or “discouraged out” 
of business by the Civil Aeronautics Board, but these small, low-cost 
air-coach carriers who are still operating are still almost all veteran- 
owned and their employees are veterans. Some emphasis was put 
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on the fact that the scheduled carriers employ more veterans than 
these carriers who are rendering this supplemental service. 

Mr. Chairman, it has been the traditional belief of Americans— 
veteran and nowveteran—thar they have the right to be employers as 
well as employees; and when the time comes that such opportunities 
no longer exist, there will be little initistive left for any young man 
to fight for American principles. 

This is an industry that— 

1. Is not subsidized by the Government. 

2. Originated, developed, and brought air transportation within the 
reach of the workingman by providing economical air-coach service 
to this large and important segment of our population. 

3. Expanded air freight, domestically and internationally. 

4. Opened southern areas as an off-season resort to lower-income 
travelers. 

5. Provided an airlift that is important to national defense and 
which can be relied upon again in the event of grave national emer- 
gency. 

In the Berlin airlift and in support of it across the Atlantic this 
industry carried 25 percent of the passengers and 58 percent of the 
cargo. In the Korean airlift in 1950 this class of carriers providing 
this needed supplemental service carried 25 percent of the passengers, 
39 percent of the cargo, and flew 32 percent of the total miles flown. 
In 1951 they carried 32 percent of the passengers, 44 percent of the 
cargo, and flew 42 percent of the total miles flown. In 1952 partieipa- 
tion was increased to 50 percent of the cargo. Thus, it will be seen 
that these air carriers have been and are today an important considera- 
tion in this country’s national defense. 

The entrance of small, low-fare, nonsubsidized air-coach and cargo 
carriers in the transportation field operating between Seattle and 
Alaskan points caused a substantial reduction in passenger and cargo 
fares and made it possible to ship perishables and food products to 
Alaskans at costs within the reach of ordinary Alaskan residents. 

What has been accomplished since 1945 has been in response to a 
public demand which only the independents were able to meet. How- 
ever, these achievements have been accomplished without co-operation 
from the Civil Aeronautics Board, whose apparent opposition to these 
air-coach carriers who have been rendering this supplemental service 
has grown in direct proportion to their success. 


BOARD PLAN IS TO ELIMINATE INDEPENDENT CARRIERS 


The program of the Civil Aeronautics Board has been to eliminate 
rather than regulate these carriers as demonstrated by the proportion 
of carrier operations disapproved by the Civil Aeronautics Board. 

Although in 1947 the operation of route-type service was declared 
by the Civil Aeronautics Board to be consistent with lawful opera- 
tions, under a changed policy these air carriers who offer this low-cost 
air-coach service are being banished from the industry by means of 
rigid enforcement of economic regulations, couched in obscure lan- 
guage, contrary to the Board’s previously announced policy and to 
the intention of the Congress as expressed in the Civil Aeronautics 
Act. 
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Despite statutory mandates to issue reas sonable regulations govern- 

, different classifications of carriers, the Civil Aeronautics Board 

.s continued applying to the large air carriers regulations designed 
for carriers operating only 2- and 4-seated planes. 

[n spite of the requirement of the statute that cease-and-desist orders 

ssued to carriers affording them the opportunity to comply with 
Board requirements before proceeding with revocation actions, the 
Board has revoked operating authority of many of these carriers in 
the absence of statutory requirements specific ally placing them on a 
irity with certificated carriers. Legislation to correct this is needed. 
Further, those that have been eliminated from the industry for willful 
violations of the Board’s regulations should have their operating 
withority renewed. 

Instes ad of setting filed applications for certificates to render regu- 
lar air service for speedy hearings as required by law, the Civil Aero- 

tics Board in its administrative control of its docket has delayed 

tion upon these applications and has concurrently revoked the oper- 
ating authority of such applicants for furnishing service required by 
the public, although if favorable action were taken upon the pend- 
ng applications there would be no basis for such revocations. 

After an independent carrier asked the Board to determine the 
scope of the carriers’ permissible operations, without ruling upon this 
application, the Board suspended, and later revoked, the carrier’s 
operating authority, rejecting all settlement proposals, thus elimi- 
nating an air carrier providing air transportation at less than rail- 
road coach fares. 

The Civil Aeronautics Board has misconstrued the term “public 
interest” in the Civil Aeronautics Act to mean the financial well-being 
of subsidized carriers rather than of the public they serve. They have 
been inconsiderate of the taxpayer and a large portion of the traveling 
publie. 

The policies of the Civil Aeronautics Board in applying regulations 
promulgated for regulation of domestic air carriers to transportation 
to Alaska as testified by Alaska’s Governor has been disastrous; and 
the requests of public bodies, the Legislature of Alaska, Alaska’s Dele- 
gate in Congress and citizens requesting removal by the Civil Aero- 
nauties Board of unreasonable restrictions on air transportation to 
\laska have been futile. 

Almost exactly 2 years ago this same Senate Small Business Com- 
mittee, through ‘differently organized, held a comprehensive hearing 
on the role of irregular airlines in United States air-tr ansportation 

industry, and 21 months ago the committee published its conclusions 
isd recommendations based on the information obtained through 
the hearing. In its re a the committee asked the Board to take 
a new look at the irregular airlines industry, and made specific recom- 
mendations to the Civil gue vuties Board looking toward a revision 
of the Board’s administration of the Civil Aeronautics Act in order 
that the conduct of the industry might be brought into closer harmony 
with the aims and purposes of the C ongress as expressed in that act. 
The general tenor of the recommendations was that the Civil Aero- 
nauties Board should take immediate steps to restore the independent 
air operators to a more healthy condition in order that the valuable 
national assets which they comprise might not be lost. 
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Recently we have heard Mr. Oswald Ryan, Chairman of the Civi| 
Aeronautics Board, report to this committee what the Board has done 
in response to the committee’s recommendations, and it is my purpose 
now to show that the ills which beset the industry 2 years ago are not 
only still present, but due to continuing harassments and persecutions 
by the Civil Aeronautics Board since that time the situation of the 
air industry supplying supplemental services is far more precarious 
now than when we appeared before you then. 

A number of men from our industry will be able to give you first- 
hand information concerning these things. It is my purpose only 
to— 

(1) Review briefly the history of our industry and the regulations 
under which it operates. This is primarily for the benefit of any com- 
mittee members who may not fully recall these facts, and to show the 
tendency to monopolistic control that appeared early in the history 
of the air-transportation industry, and which appears to be plaguing 
the industry ae 

(2) To present a brief summary of some of the more salient points 
and, finally 

(3) To review serially the eight specific recommendations made by 
this committee to the Civil Aeronautics Board in July 1951 and to 
show in categorical manner wherein the Board has failed to heed eac 
and every one of them. 

















EARLY HISTORY OF AIR TRANSPORTATION IN THE UNITED STATES 






The year 1918 saw the beginning of airmail service in the United 
States. This service was operated by the Post Office Department, 
using converted Army planes over an air route between Washington 
and New York. The Government continued to fly the mail for 7 
years, until the Air Mail Act of 1925, 

The Air Mail Act of 1925 was the first Federal regulation of air 
transportation. It authorized the Postmaster General to contract 
with private contractors for the carriage of airmail. Through his 
power to designate routes and grant airmail contracts, the Post- 
master General exercised great economic control over air transport. 
Passenger and express services could be established, but they needed 
mail contracts to keep from operating at a loss. 

In 1926 the Air Commerce Act was passed. Under it the Secretary 
of Commerce was authorized to encourage and foster air commerce; 
to exchange information with foreign governments; to investigate 
accidents; to disseminate information pertaining to air commerce ; 
and to provide for the licensing of aircraft. and airmen, aircraft 
worthiness rating, and the promulgation of air-traffic rules. 

The airmail amendment of 1926 gave the Postmaster General au- 
thority to issue airmail route certificates. Passenger services were 
few at the time, though some were established primarily to obtain 
prior rights for air routes as a basis for obtaining an airmail con- 
tract. Aviation holding companies began to acquire control of trans 
portation activities at the time. Three of these holding companies 
held 21 of the 25 lucrative mail contracts then in force. By 1934 the 
Postmaster General had succeeded in placing 90 percent of the air- 
transportation business in the hands of three strong companies. Also 
by this time a real passenger service had come into existence. 
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[In 1934 a Senate investigating committee charged the letting of 


One rmail contracts had violated the spirit of competition required by 
Ose ‘ie Air Mail Act, and the committee further found fraud and collu- 
hot in the granting of routes. The monopolistic control of airmail 
ONS riers and the so-called spoils sessions of 1930 and the awarding of 
the ‘vo transcontinental routes without competitive bidding all were fac- 
aS in bringing about the investigation. As a result of the disclo- 

. made, the Postmaster General canceled all domestic airmail con- 
st ts, and the President ordered the Army to fly the mail. It will be 
uy led that this resulted in a number of fatal crashes and forced 


Postmaster General to issue temporary mail contracts to private 
ns rators. Congress then acted to revise the airmail laws by passing 
1 ‘he Air Mail Act of 1934. This act and its amendment of 1935 in ef- 
le | fect repealed previous airmail laws and control over airmail carriers 
ry | di ines as follows: 

g . The Postmaster General awarded airmail contracts and des- 

i siaabe routes. 

The Interstate Commerce Commission determined airmail 
rates. 
The Secretary of Commerce prescribed equipment and safety 
measures, 
4. National Labor Board employment and labor relations. 
. Federal Radio Commission to provide equal radio facilities 
for mail and passenger planes. 
in this legislation, Congress acted to abolish monopoly by stringent 
titrust provisions. Holding companies’ control was broken by for- 
| ding manufacturi ing branches of aviation industry to acquire stock 
airmail companies and airmail companies were forbidden to acquire 
; stock in other branches of the aviation industry. Interlocking di- 

torates were prohibited and the number of mail contracts were lim- 

| as was the merging of parallel routes. (Note the significance of 

last proscription—it guaranteed a continuation of competition 
parallel routes which the Civil Aeronautics Board is now forbid- 
ling.) 

he Air Mail Act of 1934 was regarded as a temporary measure 
-ofar as regulation of air transportation was concerned. The act 
-tablished a five-member Federal Aviation Commission to study and 
eport on all phases of aviation policy. This Commission, after serious 
liberation, submitted its recommendations covering the entire field 

f Government policy regarding civil and military aviation. 

These recommendations were for the most part embodied in the 
Civil Aeronautics Act of 1938, which placed the entire control of civil 
iviation within the jurisdiction of a single administrative agency. 

\n important fact in this history is that by 1934, 90 percent of the 
air routes had come into the hands of 3 companies and the Congress 
was required to break up that monopoly situation. This is especially 
interesting in view of the situation prevailing today when 4 companies 
account for nearly 75 percent and 6 companies 83 percent of total 
domestic trunkline operations. We have again reached the point 
where the Congress must intervene to break up the monopolistic tend- 
ency which the Civil Aeronautics Board has fostered. 

It is noteworthy that in the act of 1934 and its 1935 amendments 
the merging of parallel routes was forbidden, thereby specifically 















































120 FUTURE OF IRREGULAR AIRLINES 


which the Civil Aeronautics Board is now forbidding. 
Among the essential provisions of the Civil Aeronautics Act of 
1938 are— 
Board responsibility for development of the industry. 
2. Board responsibility for maintaining principles of competi- 
tion. 
3. Authority to exempt small units from burdensome require- 
ments. 
4. Regulations must be reasonable. 
5. Operating authority, once given, may not be terminated 
without “due process.’ 

From 1938, when the Civil Aeronautics Act was enacted, through 
the duration of the war, the Civil Aeronautics Board had little or no 
opportunity to exercise its new authority in the promotion of a broad- 
based commercial air transportation system. The wartime demands 
for service and the limitations on available equipment virtually dic- 
tated that the few existing certificated carriers must carry the burden. 

The service provided was strictly of the deluxe type, and even for 
such was extravagantly operated. The rates for air cargo or air ex- 
press were very high and the volume was small. Despite favorable 
operating conditions the needs for subsidy were large. During those 
competition-free years the certificated carriers consolidated their pre- 
emption of the domestic routes, and also gained a position of consid- 
erable dominance over the Civil Aeronautics Board. They became 
without question what Chairman Ryan is pleased to call the back- 
bone of the industry, but subsequent events have clearly demonstrated 
that the Board really looks upon them as comprising the whole indus- 
try. Therefore, when the time arrived that the Board could and 
should have taken aggressive action, as provided in the Civil Aero- 
nautics Act, to promote a broad-based air transportation industry, 
the influence of the certificated carriers was felt when anything that 
might threaten their monopolistic position was proposed to the Board. 
And as monopolists they were providing only a limited expensive 
service available to a small number of people. The general public was 
priced out of the market, and all this with the blessing of the Civil 
Aeronautics Board. 

When the hostilities were over, a large number of veterans who had 
had unusual experience in the mass movements of persons and prop- 
erty as part of the war activity returned home looking for opportuni- 
ties to make use of their newly acquired skills and experience. They 
found that planes of the types with which they were familiar were 
easily available. It was only natural that many of them should at- 
tempt to engage in air transportation. And exercising their right as 
free Americans, they did. 

In a war operation the objective of air transportation is to emplane 
a load of personnel or material at one point, fly it to its destination, 
and return for the next load; and that is about what these new air 
operators undertook to do at home. They were long on moving the 
traffic, but a little short on regulation, so what was needed at that time 
more than anything else was a sympathetic assertion of regulatory 
control by the Civil Aeronautics Board to help these neweomers find 
their proper place in the transportation system. 


providing for a continuation of competition along parallel routes 
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Rut what happened? To begin with, the Civil Aeronautics Board 
was very slow in taking jurisdiction. These operators were unfamiliar 
with economic regulations. Gradually they worked out the problems 
odifying the military planes for civilian use, and when compliance 

Civil Aeronautics Administration safety requirements was com- 
plete, offered their services to the public as independent carriers of 
cargo and passengers. 

[he service these small, low-fare air-coach operators of supplemen- 
iry services offered to the public was transportation much as they 
id provided it in the war areas—the purpose was to move the cargo 
nd/or the passengers from where they were to where they wanted to 
be as expeditiously as possible, and that was all. The prices for their 
ervice were put high enough to make their operations profitable yet 
low enough so that almost anyone who could afford to travel could use 


their planes. 

Phe public liked the air-coach services of these operators and en- 
couraged them with their business. But when these activities began 
to expand, the Civil Aeronautics Board, for the first time, took official 
notice of them, and under a revision of part 292.1 of its regulation 

effective May 17, 1946) required them to register as nonscheduled 
carriers. In a later revision (June 10, 1947) they were required to 
-ecure letters of registration as evidence of their authority to operate. 
fo all who properly applied, the Civil Aeronautics Board promptly 
issued the necessary letter of registration without undue formality. 
(he carriers, grateful to a beneficient administrative board for recog- 
ition and for providing them with tangible evidence of that recog- 
nition in the form of a letter of registration, with renewed energy 
tarted looking for more passengers who wanted to go somewhere in 
their planes. 

(nd there the battle begins—the independents’ fight for the right 
io continue in business—the fight to eliminate them by the entrenched 
certificated carriers, and unfortunately the fight by the Civil Aero- 
nautics Board to protect the certificated carriers’ monopoly of the air 
transportation system of this country. And there, too, in the Board’s 
opinion accompanying the revised regulation, is found for the first 
time the concept of irregularity which the Board is now employing as 
a hangman’s noose. 

This group of carriers providing supplemental low cost aircoach 
service at that time had no incentive then to contest, as they should 
have at that time, the revised regulation as being “unreasonable” 
as forbidden to the Board in section 416 of the act and unduly restric- 
tive of their opportunity for growth and expansion as forbidden to 
the Board in section 401 (f). of the Civil Aeronautics Act. They had 
been completely disarmed. 

May I read the pertinent parts of those two sections of the act to 
show the unmistakable clarity of the language the Congress put into 
this act? [Reading:] 
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CIVIL AERONAUTICS ACT OF 1988 


CLASSIFICATION AND EXEMPTION OF CARRIERS 







CLASSIFICATION 


Seo. 416 [52 Stat. 1004, 49 U. S. C. 496]. (a) The Authority may from time 
to time establish such just and reasonable classifications or groups of air carriers 
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each such class or group, as the Authority finds necessary in the public interest. 


Titte 1V—Am Carrier Economic REGULATION 
CERTIFICATE OF PUBLIC CONVENIENCE 


,49 U.S.C. 


AND NECESSITY 





Sec, 401 [52 Stat. 987 





481] 





TERMS AND CONDITIONS OF CERTIFICATE 





(f) * * * No term, condition, or limitation of a certificate shall restrict 

right of an air carrier to add to or change schedules, 
tions, and facilities for performing the 
as the development of the business and the demands of the public 
quire. * * * 

And what of the Board’s obligation to promote an air transporta 
tion industry adequate to the needs of the Nation? As previously 
stated, when these carriers for the first time demonstrated that lov 
cost air transportation could be provided for the use and enjoyment 
of the general public, without subsidy from the Government, the 
certificated carriers through a subservient Civil Aeronautics Boari 
moved to have the carriers providing this supplemental service elimi- 
nated. One of the numerous plans for this purpose appears to be that 
the certificated carriers would make a show of providing second-class 
air transportation on some of their routes by running a few coac!: 
flights, and the Civil Aeronautics Board would then remove the non- 
skeds as unwarranted competitors. But the certified carriers resisted 
even the competition of their own coach operations along the routes 
of their luxury service. It was not until November 1948 that C apital 
Airlines scheduled the first coach flight by a certificated carrier, an 
for a long time nearly all certificated coach flights were purposely 
scheduled for departure and arrival times that were most inconvenient 
for the traveling public. Many were of the night-owl type which: 
were flown mainly for the purpose of transferring flight equipment to 
compensate for inbalances in the traffic flow or to “get night hours 
utilization out of equipment which would otherwise be employ ed dur- 

ing daylight hours. 

Eastern Air Lines, American, and TWA have all gone on record 
as opposed to coach-type operations on their routes, and United has 
even defied the Civil Aeronautics Board to require them to institute 
such a service. 

The president of Eastern Air Lines’ stated in 1949: 


There is undoubtedly a large market for low-cost, coach-type transportation 


by air, but there is also a large market for first-class air travel at standard 
fares. It will require careful regulation to exploit the new low-fare market 


and maintain the first-class travel market simultaneously. If coach-type service 
is operated without restriction in accordance with the desires of some of the air 
carriers, there will be so little distinction between such service and first-class 
service that first-class travel will undoubtedly be eliminated. 


? Annual corporate report to the stockholders, 1949, p. 1. 


for the purposes of this title as the nature of the services performed by such 


air carriers shall require; and such just and reasonable rules, and regulations. 
pursuant to and consistent with the provisions of this title, to be observed by 
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\lso in 1950: ? 


Your company’s air-coach service earns a small profit and supplies a necessary 
i means of transportation to many who could not otherwise afford to fly, 
there is undoubtedly some diversion of traffic from standard-fare flights to 
flights. Any extension of air-coach service to daylight hours would ulti- 
ely result in reducing the overall fare structure for the entire industry to 
oach-fare level. 
In its 1951 annual report to stockholders, the president of United 
\ir Lines stated: 
Low-cost scheduled air-coach service still must be considered experimental in 
Both the extent of the air-coach market and the problem of diversion 
standard-fare services continue to be questions answerable only after a 
extended period of scheduled operation. 
WA states, in effect, that the certificated carriers would divert less 
class traffic to air coach than the irregulars, because they would 
a less satisfactory service than the irregulars. TW4A’s brief in 
CAB Docket 3397 is as follows: 
re is, however, every reason to believe that the extent of diversion of first- 
traffic inherent in the applicants’ proposed operations would be considerably 
iter than in the case of air-coach operations by certificated carriers. There 
d be a natural tendency for the applicants to close the gap between the two 
s of services and minimize both in advertising and in actual operations 
listinctions between the services. On the other hand, in the case of the 
ficated carriers, self-interest would indicate that essential differences in 
ses of service be maintained in order not to divert all traffie to the lower- 
schedules and thus debase the rate structure.’ 
(his may explain why TWA has been more active in coach opera- 
ons than the other large certificated companies, but all are obviously 
designed to impede and not accelerate the development of air trans- 
tation for the large bulk of the public which is economy-minded. 
\merican Airlines presents in its exhibits in CAB Docket No. 3397 
following statement of comparative revenue per flight in first- 
s and coach service, and a statement of comparative operating 
osts. These are: 


enue generating potential of a 52-seat DO-6 against a 70-seat DC-6, New York 
to Chicago to Los Angeles 


| 





Advantage 


First-class : 
rst-class of air coach 


Air coach 


| 
| 52-seat 70-seat : 
DC-6 DC-4 per trip over 
first-class 
oo — | leseninihstapelall — 
per passenger mile (total passenger revenue per trip) | 
cents... | 6.00 | Ai Bais lanbiehee 
100 pereent load factor | $7, 681 $7, 704 $25 
0 pereent load factor ----| $4, 609 | $4, 622 | $13 


i 


Exhibit G shows that the cost of the coach schedule will be almost identical 

th the cost of a regular service schedule. The elimination of certain pas- 
enger features, including meals, will save approximately 5 percent of the total 
ist. This saving is partially offset by the increase in expense due to handling 
f about 35 percent more passengers on the coach trip than on the regular sery 
ice trip.* 


? Annual report for 1950. 
TWA’'s brief in CAB Docket No. 3397, p. 24. 
‘P. 9, appendix A, exhibit AAL, CAB Docket 3397 
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and at no loss of revenue to the carrier. 


Even against these attitudes of the certificated carriers the Civil 
Aeronautics Board has relentlessly pursued its objective of liquidat- 
ing the “nonskeds” who originated the popular coach service which 
they were anxious further to develop and operate for the convenience 


of the general public. 


And there, Mr. Chairman, is the picture of the Board’s failure 
to carry out the congressional mandate as expressed in section 2 of 


the Civil Aeronautics Act; * a picture of the Board serving the special 


interest of a monopolistic group at the expense of the convenience of 
the general public, and of substituting its power to decree in place of 


the competitive principle which the Congress prescribed in the act, 
GROWTH AND ABUSE OF THE TERM “IRREGULAR” 


The term “irregular” as applied to an air carrier seems first to have 
appeared in the CAB regulations in 1946 in the Board’s conclusions 
of a general investigation (docket 1501) begun in 1944. In its first 
use of the term “irregular” the Board said: 

A more than ordinary or normal degree of irregular operation is required, 
“irregular” being defined to include “not regular” and “unusual” as contrasted 
with “usual” and “frequent.” 

In the revision of part 292 of the Civil Aeronautics Board regulation 
which became effective June 10, 1947, the word “irregular” was for the 
first time incorporated into the language of the regulation itself, and 
from that time forward the supplemental air-coach carriers have been 
stamped with the brand “irregular.” There is no provision in the 
Civil Aeronautics Act which would require or even suggest that non- 
certificated operations must be irregular. The Board’s only authority 







* Civil Aeronautics Act of 1938: 


DECLARATION OF POLICY 


Sec. 2 [52 Stat. 980, 49 U. 8. C. 402]. In the exercise and performance of its powers 
and duties under this Act, the Authority shall consider the following, among other things 


as being in the public interest, and in accordance with the public convenience and 
necessity 








(a) The encouragement and development of an air-transportation system properly 
adapted to the present and future needs of the foreign and domestic commerce of the 
United States, of the Postal Service, and of the national defense ; 

(b) The regulation of air transportation in such manner as to recognize and preserve 
the inherent advantages of, assure the highest degree of safety in, and fester sound 
economic conditions in, such transportation, and to improve the relations between, and 
coordinate transportation by, air carriers ; 

(c) The promotion of adequate, economical, and efficient service by air carriers at 
reasonable charges, without unjust discriminations, undue preferences or advantages, or 
unfair or destructive competitive practices ; 

(d) Competition to the extent necessary to assure the sound development of an air- 
transportation system properly adanted to the needs of the foreign and domestic commerce 
of the United States, of the Postal Service, and of the national defense ; 

(e) The regulation of air commerce in such manner as to best promote its development 
and safety ; and 


(f) The encouragement and development of civil aeronautics. 
PUBLIC RIGHT OF TRANSIT 
Sec. 8 [52 Stat. 980, 49 U. S. C. 403]. There is hereby recognized and declared to exist 


in behalf of any citizen of the United States a public right of freedom of transit in air 
commerce through the navigable air space of the United States. 


American Airlines is apparently not concerned about the service to 
the public. Under the analysis given, 11 to 18 additional passengers 
would be able to travel from coast to coast on each flight that the DC-4 
equipment was used in coach service at no appreciable increase in cost 
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tablish different classes of air carriers is given in section 416 (a) 
f the act.® 
l’o meet the requirements of the enabling p — of the act there- 
any classification of carriers that the Board may make must be 
and reasonable” and the regulations governing any class of 
ers must also be “just and reasonable.” How does the classifica- 
“irregular” carriers meet this test? The Board itself, in the 
riptive section of the current version of its regulations ‘ describing 
permissible frequency and regularity for supplemental air-coach 
ers clearly reveals its recognition of the fact that successful oper- 
of large plane transport is not possible in compliance with the 
ird’s interpretation of “regular” and “frequent,” and states: 
rhe temptation on the part of the large irregular carrier which has no other 
s of livelihood to violate the regulation is very great, because such carrier 
; for economic reasons to gravitate to the more lucrative routes and to oper- 
ith increasing regularity thereon in order to obtain full utilization of large 
raft. Route operations also permit the development of return loads, thus 
nating the less profitable flights to off-route points on which little or no 
id is developed. To obtain sufficient utilization of large aircraft for an 
mical operation based on air transportation alone a substantial number of 
s between definite points becomes necessary or desirable, even if only 1 
arge aircraft are being used. The need for route operations is further 
asized by operational factors, such as considerations of maintenance, 
aul, fueling, and crew change for large aircraft. 


therefore obvious that the Board’s classification of “irregular” 
rriers and the regulations it has prescribed for them are both “unjust 
unreasonable” and consequently unlawful. 
The Department of Justice recognized the impracticability of irreg- 
ur operations for large planes and so expressed its opinion to the 


Aeronautics Board in its views of the Department of Justice 
erning the amendment and partial repeal of the irregular air 
riers exemption, section 292.1 of the economic regulations of the 
| Aeronautics Board, in the following language: 


e purpose of the proposed revisions of section 292.1 is to effect a tightening 
estrictions” upon irregular carriers. In the light of interpretation No. 1 
ction 292.1, the definition of “irregular” air transportation which is proposed 
ld require such infrequency of service as to render the continuance of service 
he irregular carriers economically impossible. The scope of irregular opera- 
would be so narrowed as to prohibit the handling of a substantial volume of 
and to prevent the performance of the amount ef service for which there 
emonstrated public demand. The definition is so stringent as to be tanta- 
t to a prohibition against effective irregular carrier operations. [Italics 
lied. ] 


But having branded these carriers with the name “irregular,” the 
Board has proceeded to compel irregular operation, and for that 
purpose set out to clarify its paralyzing regulation with a series of 


Sec, 416 (a) of the Civil Aeronautics Act provides : 

‘he Authority may from time to time establish just and reasonable classifications or 
ps of air carriers for the purposes of this title as the nature of the services performed 
ch carriers shall require ; and such just and reasonable rules, and regulations, pursuant 

ind consistent with the provisions of this title, to be observed by each auch class or 

‘p, as the Authority finds necessary in the public interest.” [Italics supplied. ] 

Introductory statement to pt. 291, CAB Economic Regulations. 
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sample patterns of flight scheduling to illustrate its interpretation, 
Of the 10 patterns included, only 2 were indicated as satisf: actorys 

How could a groceryman, merchant, or any businessman, small or 
large, earn enough to pay his help by only oe. his shop 5 days 
in 1 month, as shown on paragraph 9 of this chart? Or how could 
any business earn a sufficient profit to exist by opening its doors to its 
customers only 3 days 1 month and 6 days the second month, or 9 
days in a 2-month period? Yet that is what is required of the air 
carriers operating under part 291 of its regulations. And that is the 
regulation that has been used as a basis for putting these carriers out 
of business. That is the regulation this committee said “seems clearly 
unreasonable” in its report of July 1951. 

[ appeal to you gentlemen to stop this attrition which is destroying 
these carriers, one of which only last week was required to disband 
a highly trained organization of a substantial number of experienced 
vilots and pe .rsonnel. Unless you stop it soon, a whole industry will 
be wiped out. If you wait very long, none of them will be left. 




















LARGE TRREGULAR CARRIER INVESTIGATION (DOCKET 5132) 








Chairman Ryan has told you that the Board has instituted an in- 
vestigation of large irregular carrier operations for the purpose of 
learning how best to comply with some of the committee recom- 
mendations. 

The stated purpose of the large irregular carrier investigation is 
for the Civil Aeronautics Board to determine its future policy with 
respect to large irregular carriers, to determine whether there is a need 
for their air-transportation services in addition to and supplemental 
to the services performed by the certificated carriers and the type of 
such supplemental services which would be best adapted to fill such 
needs. Really, its purpose apparently is to determine whether these 













*In Civil Aeronautics Board's interpretation of pt. 
appears: 


“(9) An irregular air carrier operates between points A and B, im one direction 
days of the month which appear in brackets on the following calendar table : 
Ss M Ww Bsn ies Ss 

1 


291 of its regulations, the following 







, on the 














17 
26 





28 

“These flights are conducted on a different day of each week, and are operated only after 
frequent and definite breaks in service. Although 2 flights (on the 26th and 28th) were 
operated within 1 period of less than 1 week, this frequency was compensated for by the 
breaks of at least a week between the other flights. (The flights are therefore irregular 
within the meaning of pt. 291. 

“(10) An irregular air carrier operates between points A and B, in one direction, on the 
days of the 2 successive months which appear in brackets on the following calendar table 


(numerals above and to the left of dates appearing in brackets indicate the number of 
flights operated on those dates) : 















10 


Ss Ww 
5 6 7 \ 
(2) (3) (2) 
29 30 
(2) 
“These flights are conducted in such manner that frequent, extended, and definite breaks 
in service occur at irregular intervals and therefore the service is irregular within the 


meaning of pt. 291. [As adopted December 10, 1948. Reg. Serial No. ER-136. 13 
F. R, 7769.]” 
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riers will have any place in (or out of) the air-transportation 
system. In that purpose the Board has sought to put the burden of 
survival upon the independent carriers by its stated policy that it 
will consider only those types of service ‘which are additional and 
pplemental to the services now offered by certificated carriers as 
the area in which carriers not already certificated may be gee VK 
operate. The Board makes no suggestion of any area in which 
s : types of service may be found, and holds the carriers the selon 
ponsible for submitting for its approval proposals of additional or 
suppleme ntal service. 
| should like to point out again that the independent air carriers 
fact originate the coach-type service which met both of the 
stated requirements of the Board. It was “additional” to the class of 
service supplied by the certificated lines and it was “supplemental” in 
t it substantially broadened the base of the air transportation in- 
dustry, making it possible for the large mass of the public that could 
af rd to pay for luxury service to enjoy the benefits of air travel 
for the first time. 

But + the Civil Aeronautics Board has gradually strangled the car- 
engaged in supplemental air-coach operations, and unless re- 
ned, will soon have eliminated them altogether as it is domg by 

ontinuing to revoke their licenses for alleged violations of its regu- 
tions prescribing permissible regularity of flights. Without some 
iranty that the Board will not again misuse its authority, how are 
ese carriers to know that they will be permitted to operate in a new 
idditional and supplemental type of service even if they are able 
to discover such an opportunity? And, furthermore, how can they 
even attempt the development of a new type of business in the pre- 
va ling — of restriction upon restriction—hampered and har- 
sed every turn by unwarranted interferences, not to mention 
being s oe lled with the crushing expense of defending the legality of 
their r right to engage in business against a bureaucracy of their own 
Government ¢ 

But, Mr. Chairman, I think I can safely speak for the group of 

supplemental air-coach carriers who are members of the Aircoach 

fransport Association in saying that if we can be freed from the 
persecutions of the Civil Aeronautics Board, and permitted to con- 
duct our business in a normal manner, under se msible regulations, we 
will accept that challenge. Without directly competing ‘with the cer- 
tificated de luxe service or even with the type of second-class service 
now being provided on the certificated lines, we will again find + 
market for our services. If you in the Congress will act to restore a 
healthy climate in this industry, a climate in which an individual 

enterprise can thrive, we will grow again, and the traveling public 
will benefit even more from our services. 
Notwithstanding the public demand for low-cost air transportation 
which the supplemental air-coach carriers have developed and are 

illy capable of supplying, these carriers may any day find them- 
st tra. with little or no business. The Civil Aeronautics Board is fast 
driving them from the business of transporting members of the gen- 
eral public or what is termed “common carriage” business. Many 
are defending enforcement proceedings brought. by the Civil Aero- 
nautics Board for operating the number of trips that is required to 
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defray the expenses of their operations. Other carriers are aware 
of this drive on the part of the Civil Aeronautics Board against them 
and are gradually withdrawing from the field of common carriage 
and entering the field of transporting members of the military forces 
in order to survive, and thus obtain revenue with which to pay their 
bills and continue to exist. This is an alarming situation and is 
developing fast. Since the beginning of the Korean police action 
there has been an unusually large movement of military personne] 
both overseas and within the continental limits. 

To provide the military’s temporary need for airlift the Civil 
po ramen Board has relaxed certain of its restrictions on irregular 

‘arrier operations so that they may engage in that service with such 
Seenenions as to make such operations universally sound. But while 
the supplemental air-coach carriers are using ‘their equipment ex- 
tensively in this temporary military traffic, the Board is systematically 
transferring the residue of the civilian aircoach business which these 
carriers have built up to the certificated lines. This they do by 
pressuring the certificated carriers to expand their second-class opera- 
tions on the one hand, and on the other by rendering the supplementa! 
air-coach carriers incapable of continuing to supply the civilian de- 
mand through the use of enforcement proceedings at strategic times 
and places for the purpose. 

The ultimate effectiveness of this diversion will not become clear 
until at the conclusion of the emergency when the need for military 
airlift will suddenly dwindle or disappear, and the independent car- 
riers, having no remaining opportunity for employment in civilian 
transport, will also disappear. 

In the fourth quarter of 1952 military operations comprised more 
than 50 percent of the revenue of those members of this association 
who were engaged in military CAM operations. (See chart a 
of transportation revenue earned by 22 active carriers engaged i 
military CAM movements for operations in 1952, p. 141.) “It is od 
lieved that this proportion has been even higher this year. 


GOODKIND MEMORANDUM 


Mr. Chairman, the Civil Aeronautics Board has a program for the 
noncertificated air carriers. It is definite in purpose and complete in 
detail. It is the blueprint that has been meticulously followed by the 
Civil Aeronautics Board in all its actions relating to the supplemental! 
aircoach carriers since 1948, when this master plan was first sub- 
mitted to the Board by Mr. Louis W. Goodkind, who at that time was 
Chief of the Board’s Bureau of Economic Regulations. I wish to quote 
from this memorandum at more length, for it most clearly reveals the 
Board’s policy concerning independent air carriers and the develop- 
ment of its processes for their elimination from air transportation. 


SEPTEMBER 16, 1948. 
To: The Board. 


From: Chief, Bureau of Economic Regulations. 
Subject: Revision of section 292.1. 


* * * * * * * 


It is apparent * * * that the large irregular carriers have grown, more or 
less free of Board auspices, to become a definite and recognizable factor in air 
transportation. The seeming widespread abuses of the act practiced by many such 
carriers and the effect of such on the industry have been pointed up in previous 
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oranda from the General Counsel; the staff is therefore generally agreed 
ro the desirability of finding means of bringing this phase of air transportation 

er more positive control within the near future, 

is believed this could be effected by keying the duration of their authority, 
i e.. letters of registration, to Board action on either (1) the carriers’ pending 
certificate applications under 401 or (2) their pending applications for special 

ntion under 416. Depending on which procedure was adopted, the appro- 
te application could be required to be filed within specified time limits. 
her procedure has the advantage of affording a means for ultimately termi- 
g the operations of this group of carriers. 

Our experience to date convinces us that, with few exceptions, it is necessary 
arriers operating large aircraft to routinize their operations; that a fixed 
operation of the type which we believe section 292.1 was originally in- 
ed to cover is not generally feasible for them, but they must more and more 
ne their operations between certain points to build up a clientele and insure 
selves of adequate load factors and a balanced directional flow. The need 

route operations by large carriers is further emphasized by purely operational 

ors—that is, considerations of maintenance, overhaul, fueling, crew change, 

t is in the latter respect that the analogy between irregular carriers and 

» steamers breaks down, for it is necessary in the case of the former to 

ke careful provision for their frequent overhauls and maintenance checks, 

changes, ete. Generally speaking, this cannot be ‘successfully accom- 
shed economically except on route operations. 

Once a carrier is involved in route operations it is encroaching on the field 
h the act is believed to have reserved to certificated carriers and is no longer 
iding the casual, unpredictable call and demand service which 292.1 was 
gned to accommodate and which the certificated carriers are not particularly 

w adapted to handle. It is instead catering to a more or less steady, pre- 
ctable, and measurable public demand and should be subject to the require- 
nts of section 401 of the act. Furthermore, we do not believe it necessary 
enlarge on the fact that the determination of what constitutes regularity has 
and undoubtedly always will be an extremely difficult problem and possibly 
susceptible of satisfactory solution. 

It is conceded that there are certain limited and special services which can be 
ducted by large aircraft on a truly nonscheduled, irregular basis. These are 
true fixed base operations such as conducted by Paul Nantz in carrying movie 

ews to and from location. It is believed unwise, however, to keep the door 
to such few operators and thus provide entry for a host of undesirables. 

A second reason in favor of either proposal is that it should not lay the Board 

en to criticism of stamping out, without due process, these carriers which they 

ve permitted to come into being. If, after consideration of either a 401 or a 

6 application, the Board determines that it cannot make the statutory findings 
permit authorization of the proposed service, it is difficult to see how the 
‘rier or the public at large could expect the Board to perpetuate the service; 
ordingly, termination of such carriers’ letters of registration would appear a 

ral and fair conclusion. If, on the other hand, some of the carriers are pro- 
ling a needed public service they should be certificated, or exempted from the 
requirement of a certificate, and the experience which they have gained in per- 
forming their past operations would be of tremendous benefit to them in carrying 
on under their new authority. 
Third, either method gives the Board a good measure of control over the life 
the carriers, in that it can delay or hasten action on the pending applications 
it deems necessary. So far as 401 applications are concerned, the biggest 
rouble spots for irregular carrier operations are being covered in area proceed- 
ngs now underway; namely, United States-San Juan and United States-Alaska. 
\ third such proceeding to cover the transcontinental operators would appear 
take eare of the remaining troublesome area, so that we could expect within 
he not too distant future to bring the situation under control and reestablish 
the transportation system under 401, or by specific exemption therefrom. 

In an accompanying memorandum, the Bureau of Law recommends following 
the procedure of processing immediately applications for special exemption 
under section 416, rather than the certificate applications under section 401. 
Whichever procedure is adopted, it will be necessary to “live with these carriers” 
for yet some time. Experience in administering the presently effective regula- 
tion indicates the need for certain revisions. Suggestions along these lines are 
set out below. 

*. * * * * * > 
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$y amendment of section 292.1 effective August 6, 1948, issuance of letters 
of registration to large irregular carriers was suspended. However, presently 
effective paragraph (b) (2), “Reclassification,” provides that each large and 
each small irregular carrier shall comply with the requirements applicable to its 
respective class until such carrier has been notified of its reclassification pur. 
suant to application therefor specifying the number of aircraft units and type 
of each which it is proposed to utilize pursuant to such reclassification. 

If the amendment of August 6 is to be made completely effective it would 
seem necessary to amend the reclassification paragraph to suspend reclassifica- 
tions of small carriers to large. The staff is of the opinion this could and 
should be done immediately without prior circulation for comment. 


EXEMPTIONS 


Section 404 (a): Large irregular carriers are presently subject to this section 
only insofar as it requires air carriers to provide safe service, equipment, and 
facilities in connection with air transportation, but it is believed these carriers 
should also be required to establish, observe, and enforce just and reasonable 
individual and joint rates, fares, and charges and just and reasonable classifi- 
cations, rules, regulations, and practices. This additional requirement seems 
desirable in view of the indicated tendency of the large carriers to indulge in 
rate wars. 

Sections 408, 409 and 412: It is believed that large irregular carriers should 
be subjected outright to each of the above sections of the act and that the pro- 
visos now incorporated in 292.1 which generally make exception where two or 
more irregular carriers are involved, should be stricken. In administering 
these sections of the act experience indicates that the Board has unnecessarily 
handicapped itself and placed beyond its control the arrangements in which it 
often has a direct interest. The present arrangement has made possible cer- 
tain joint arrangements and collusions between irregular carriers which are 
undesirable. The proposed freight forwarder regulation makes no exceptions 
in this regard and no strong reason appears for granting exceptions in the case 
of the irregular carriers. 

It is recommended that the small irregular carries be extended the same ex- 
emptions and privileges as at present. 


LETTERS OF REGISTRATION 

The treatment accorded this subject in proposed section 292.6 appears gen- 
erally adaptable for 292.1. However, since letters will be issued only to small 
irregular carriers, it is believed that with one exception the presently effective 
arrangements for-applications and issuance will suffice since they have proven 
satisfactory so far as small carriers are concerned. As an enforcement measure, 
it is thought necessary to make provision against successor companies owned or 
controlled by persons previously involved in violations applicable to small as 
well as large irregular carriers. 

Louis W. GoopKIND. 

In further elucidation of the devious practices suggested to the 
Board for harassing and persecuting the large-plane independent 
carriers, I wish to present for the record a supplementary memoran- 
dum on the legal aspects of instituting the Goodkind plan. It was 
signed by John H. Wanner, Assistant General Counsel. In this memo- 
rs andum i is to be found the true reason why the Board has consistently 
refused to act upon the applications for certificate of public con- 
venience and necessity under section 401 of the Civil Aeronautics Act 
that have been filed by supplemental air-coach carriers, and by con- 
trolling its docket of cases has chosen to rush revocation proceedings 
to put ‘the independent carriers out of business and at the same time 
has refused to follow the plain mandate of Congress in acting upon 
their applications for certificates which provides ‘that “the Authority 
[Board]” should dispose of such applications as speedily as possible.’ 


*Sec. 401 (c) of the Civil Aeronautics Act provides: “* * * Such application shall be 
set for nublic hearing and the Authority shall dispose of such application as speedily as 
possible.” 
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CIVIL AERONAUTICS BOoArp, 
September 17, 1948. 
fhe Board. 
Assistant General Counsel, Operations. 
Ss ct: Revision of section 292.1. 
e memorandum from the Bureau of Economic Regulations dated September 
#48, recommends that section 292.1 of the Board’s Regulations should be 
ited as to each large irregular carrier when the Board has acted upon (1) 
riers’ pending certificate applications under section 401, or (2) the car- 
pending applications for special exemption under section 416. Carriers 
h do not have such applications on file presumably would be given reasonable 
rtunity to file them. 
Of the two possibilities mentioned, the second would appear to involve fewer 
difficulties and would probably prove more expeditious. I believe a feasible 
in of carrying out this plan would be to (i) repeal section 292.1* as soon as 
ssible (after appropriate procedures relating to rulemaking, such as circula- 
on of a draft of regulation for comment) and (ii) provide a procedure whereby 
ndividual carriers who believe they are meeting a need for irregular service may 
e 416 applications for renewal of their exemption authority on the basis of 
idual exemption orders, and may continue irregular operations until such 
ations are disposed of. 
It is suggested that the following steps would be appropriate to carry out 


i 


this plan: 

Circulate for comment a draft of a regulation repealing section 292.1, and 
I est written comments only, to be submitted within 20 days of circulation. 
At the same time issue accompanying findings or opinion which would state the 
reason for the proposed repeal of the regulation. The basis of the proposed 
repeal presumably would be the growing abuses under section 292.1, and the 
difficulty of controlling and regulating such abuses. The opinion or findings 
id also refer to the fact that some need for irregular services by large irregu- 
r carriers may and probably does exist, that the legitimate operators who have 
ee. meeting a need for true irregular services would be harmed and the public 
terest would suffer if such legitimate operators were put out of business; and 
operators who feel that they have been meeting a need for true irregular 
service will, therefore, be given reasonable opportunity to file application for 
lividual 416 exemptions authorizing irregular service; and that if such appli- 
tions are filed on or before a certain date they may continue to operate under 
their present exemption authority until the board has passed upon such indi- 

vidual applications. 
(2) When comments upon the regulation have been received the Board could 


mmediately adopt a regulation repealing 292:1 (assuming, of course, that such 


comments do not show that some other action is indicated). The repealer pre- 
sumably should be made effective 30 days from date of adoption and applications 
for individual exemption orders under section 416 (b) required to be filed on or 


efore such effective date. 

3) Such 416 applications could then be processed as promptly as possible on 
an individual basis. In many instances, more particularly in the case of renew- 
als, it is likely that hearings would not be necessary. 

Issuance of an opinion or findings at the time of circulation and along the 
ines indicated above would appear to be desirable for the following reasons: 
Legitimate operators will have assurance that they can obtain reconsidera- 

n and probably renewal of their authority; and where such services have 
been meeting a public need provision will thus have been made for their con- 
tinuation. Criticism of the Board’s proposed action can be met much more 
easily if the Board has made provision for the continuation of those services 
which meet the original intent and purpose of section 292.1. 

2. Although most of the operators who have been operating in violation of law 
will file applications and attempt to gain a few more weeks’ grace, a number 

ay discontinue operations without filing 416 applications, or withdraw their 
applications before they are acted upon. 

3. Provision for a procedure whereby each carrier is given opportunity to 
seek extension of its exemption authority will probably avoid any question aris- 


: 1In order to avoid the constant necessity of distinguishing between the small and large 
i irregular carriers, it will be assumed throughout this memorandum that sec. 292.1 applies 
only to large irregular carriers. 
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ing under the Administrative Procedure Act as to the propriety of the Board's 
action in repealing the regulation without hearing. Section 9 (b) of that ac 
provides in part that— 

“In any case in which the licensee has, in accordance with agency rules, made 
timely and sufficient application for a renewal or a new license, no license with 
reference to any activity of a continuing nature shall expire until such applica. 
tion shall have been finally determined by the agency”— 


and section 2 (e) provides in part that— 


“ ‘License’ includes the whole or any part of any agency permit, certificate, 
approval, registration, charter, membership, statutory exemption or other form 
of permission.” 


It is quite possible that a court, looking to the substance of the privilege 
granted, would rule that the exemption authority granted under section 292.) 
to a qualifying carrier constitutes a license, within the meaning of the Adminis. 
trative Procedure Act, of indefinite duration, and that the applicant must be 
given opportunity to seek renewal of such license. The plan suggested above 
would provide such a procedure. 

Apart from the details of a plan of processing 416 applications, it would appear 
to be preferable to the processing of 401 applications, for the following reasons: 

1. If 401 applications are processed, there is a legal question whether the 
Board can limit the scope of operations of the carrier to irregular services, 
Section 401 (f) provides in part that “no term, condition, or limitation of a cer. 
tifiecate shall restrict the right of an air carrier to add to or change schedules 
* * * for performing the authorized transportation and service as the develop- 
ment of the business and the demands of the public shall require.” Although the 
Board has heretofore placed conditions in certificates which have the effect of 
defining the scope of the earrier’s authority and thereby indirectly affecting the 
number of schedules which the earrier is able to operate, a certificate issued to 
an irregular air earrier which would directly limit the frequency and regularity 
of schedules would raise serious legal questions under the above-quoted provision. 
In order to avoid delay through appeal it appears to be desirable to utilize some 
method other than the processing of 401 applications limited to irregular 
service, 

2. If 401 applications are not limited to requests for irregular service, but 
include requests for regular scheduled operations, other carriers and applicants 
will seek to have their applications consolidated with such 401 applications of 
the large irregular carriers. It will be difficult to exclude such other carriers 
and applicants from the proceedings and delays, and hearings of considerable 
scope and importance will probably be encountered. On the other hand, if 416 
applications are processed, it should be possible to resist all requests to con- 
solidate them with the proposals of other carriers, or with other proposals of 
the large irregular carrier, because the outcome of the proceeding cannot result 
in the issuance of authority greater in scope than the exemption authority now 
held by such carrier. 

3. If the 401 hearings are expedited the large irregular carriers will have 
received an advantage which they probably do not deserve, and, on the other 
hand, if the applications await their turn on the docket some of the large 
irregular carriers may be able to operate for years under their present exemption 
authority (which would be automatically extended, under the scheme suggested 
by the Bureau of Economic Regulation, by the filing of 401 applications). 

4. Under the requirements of section 401 (c) a hearing will be necessary on 
each 401 application, whereas, as suggested hereinabove, a number of the 416 
applications probably can be disposed of without hearing. 

5. If 401 applications are processed the usual standards of public convenience 
and necessity will apply, and will raise issues with respect to the need for the 
service, cost, competitive effect, fitness and ability, ability of existing carriers 
to provide comparable service, etc. The issues thus raised would be more 
complex than those involved in 416 proceedings. This would seem to be true 
principally because the 416 applications would involve primarily a review of 
past operations, while the 401 applications would involve review of past opera- 
tions as well as a forecast of future needs, effects, ete. Where the carrier has 
in fact been operating an irregular service and such service appears in general 
to have met a public need for the type of irregular services which supplement 
regular services, the Board could find that continuation of the exemption au- 
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y for the time being is warranted,’ and that i. such circumstances termina- 
f the exemption authority would constitute an undue burden on the carrier 
nforcement of section 401 would not be in the public interest. On the other 
where the carrier has operated regular services, or has operated irregularly 
n competition with existing certificated services, or has not operated at all, 
xemption could be terminated on the ground that the carrier has not met 
t} eed for irregular service as contemplated by section 292.1, or, in appro- 
cases, on the ground that the operations conducted and practices engaged 
the carrier thereunder are not in the public interest, and do not warrant 
nuation of the exemption. 
JoHN H. WANNER. 
\ir. Chairman, 21 months ago, this Senate Small Business Commit- 
tee published its report setting forth a number of pertinent specific 
recommendations through the adoption of which the Civil Aeronau- 
tics Board could bring its administration of the Civil Aeronautics 

{ct more nearly into accord with the aims and purposes of the Con- 
vvess as expressed in that act, I should like now to recall these recom- 
mendations serially for the purpose of showing how completely the 
Board has ignored the expressed wishes of this committee. 

Che immediate necessity of dealing with the nonscheduled industry today 
ich a Way as to insure its continued existence and the longer range question 
conciling and harmonizing the two segments of the air transport industry. 

During the 21 months since this committee made this proposal to 
the Civil Aeronautics Board the Board has continued its harassment 
of these carriers engaged in supplying supplemental low-fare air- 
coach transportation services by the continued enforcement of its 

reasonable regulations restricting the permissible regularity and 
frequency of their operations; and has reduced the permissible weight 
limitation for the C-46 planes operated by most of these carriers, 
thus reducing their earning power. The Board has also proposed 
restrictive regulations pertaining to working capital, plane modifica- 
tions, and insurance requirements. The Board has further burdened 
these carriers with the expense of participating in an investigation of 
this industry said to be required as a basis for determining the future 
(if any) of this industry in the field of air commerce. 

Rescind its present regulation limiting “nonskeds” to 3 round-trip flights and 
8 round-trip flights. 

This regulation has not been rescinded. You have been told that 
it has never been enforced, and that it is not expected that it will be. 
The reason it has not been enforced is because a carrier obtained a 
court injunction against it and the Board is still prosecuting a court 
action to establish its right to enforce this regulation if it should choose 
to. Compliance with the committee recommendation would require 
a positive act of withdrawal of the court action and a rescinding of 
the regulation. This regulation now stands as another threat of 
ruinous regulation. 

3. “Issue a temporary regulation permitting the ‘nonskeds’ to fly sufficient 
flights to allow profitable operations * * * 14-15 flights a month between desig- 
nated points would be a bare minimum * * * the committee prefers to urge the 
Board to take a realistic and positive approach to air transportation and permit 
the ‘nonskeds’ to operate in a manner that will not jeopardize their economic 
strength.” 


* Depending on the circumstances of each case, the Board could fix a date certain upon 
which the exemption would terminate, or provide that it terminate upon the processing ‘of 
a 401 application of that carrier, or simply permit it to centinue indefinitely. Regulatory 
control more stringent than the conditions imposed by 292.1 could be imposed. For ex- 
ample, all provisions of the act other than sec. 401 could be terminated. 
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In Board order serial E-6017, dated January 8, 1952, the Board 
said: 

We will not countenance the continuation of illegal operations pending the dis. 
position of applications for individual exemptions in docket 5132 (large irregular 
carrier investigation), and we have not, as suggested in the papers filed, extendeq 
any general “amnesty” toward flagrant violators of the act. On the contrary, 
we have previously announced publicly, and hereby reiterate, that we will proceed 
with the enforcement of existing requirements in the usual manner, 

Nothing has been done to relax the restrictive regulation of regularity 
and frequency; nor has any positive action been taken by the Board 
to enable the low-fare air-coach carriers furnishing this supplemental 
service to operate in a manner that will not jeopardize their economic 
strength. The vitality of this industry is being sapped daily by the 
harassing actions of the Civil Aeronautics Board.” 

4. “Issue a regulation which would establish a procedure for existing and new 
irregular carriers to file for permanent authority to operate an unsubsidized 
second-class or coach-type route service without regard to regularity, but limited 
as to the total allowable flights. 

“If that cannot be done under CAB’s interpretation of existing statutes, this 
committee would like to receive from the CAB a tentative draft of an amendment 
to existing law which would allow this to be done.” 

The Board has repeatedly gone on record as opposing any route-type 
operations, coach or otherwise, for these small low-fare carriers. The 
economic necessity of route-type operations for these independent, 
nonsubsidized, low-cost air-coach operators and the damaging effect 
of denying them such authority was made clear to the Board by Louis 
W. Goodkind, then Assistant to the Dirctor of the Board’s Economic 
Bureau, in a memorandum to the Board dated September 18, 1948. 
Since that time and persisting after the above recommendation was 
made by this committee, the Board has vigorously prosecuted every 
such carrier whose operations even approached a semblance of route 
operation. 

No such regulation has been adopted and no request has been made 
for enabling legislation. The coach-type business which these inde- 
pendent air carriers introduced and developed as a supplemental 
service has been systematically diverted by the Board to the certifi- 
cated carriers who they have coerced into providing some service of 

the coach type. 


5. “It seems obvious to the committee that some consolidations should take 
place among the present 55 irregular carriers and the Board should encourage 
joint applications by 2 or more existing carriers.” 


The Board has continued its rigid enforcement of any and all regu- 
lations which prevent any pooling, coordination, or consolidation of 
any functional operations which might lead to the ultimate amalga- 
mations of groups of two or more independent carriers. It is clear 
that the Board is opposed to any increase in the size of the operating 
units by expansion, growth, or merger. The Board has completely 
ignored this recommendation of the committee. 


6. “In selecting carriers, the Board should not consider the matter of past 
violations of section 292.1 which resulted from greater regularity or frequency 
than may have been considered allowable at that time. Your committee believes 
that the record of the Board in this matter has been confused and devious. 


%® Rept. No. 540 of Select Committee on Small Business, U. S. Senate, entitled “Report on 
Role of Irregular Airlines in United States Air Transportation Industry,” p. 19, dated 
July 10, 1951, 82d Cong., Ist sess. 
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committee does not want to imply any approval of violations of regula- 
s But it finds icself in strong disagreement with the Board’s admitted 
y of banishing all large irregulars on the grounds that they are ‘willful 
ors’ of a regulation that seems clearly unreasonable.” 
[he Board has made no selection of independent air carriers and 
till seeking to convert these carriers’ efforts to survive into acts 
of “willful violation” of its still prevailing unreasonable regulations 
ud proceeding with revocation proceedings for these efforts. Its 
ord in this matter is even more confused, devious, and more sinister 
in in July 1951 when this committee published its findings to this 
eilect. 
lo represent the Board as counsel in the large irregular carrier 
vestigation, which was instituted to “find a place” for the large 
dependents it chose and has since relied upon the same Mr. Louis 
Goodkind who, in 1948, produced the memorandum containing the 
eprint for elimination of these low-priced air-coach operators in 
such manner— 
it should not lay the Board open to criticism of stamping out without 
due process, these carriers which they have permitted to come into being. 
(he exhibits prepared by the Board for use in the large irregular 
rier investigation are predominantly evidences of violations by 
e irregulars. The largest single exhibit consists of calendar pat- 
terns of flight operations for each of the carriers, purporting to show 
it all listed carriers have violated the regulation respecting regu- 
irity and frequency which this committee previously termed as 
“clearly unreasonable.” 
7. “The Board should act promptly to relieve the hardships it is imposing 
Alaska through its restriction of flights from the United States. The Board 
should recognize the special need for cargo transportation to Alaska and the 
ck of alternative forms of low-cost passenger service.” 
\nother witness will give you a fuller presentation on the Board’s 
policy toward Alaska carriers. Since this committee made its recom- 
endation the Board has continued its legal battle all the way to the 
Supreme Court in its finally successful effort to eliminate the last 
ndependent carrier operation between Seattle and Alaska. Its en- 
forcement. proceedings were based on a pattern of flight operations 
established back in 1949. 
8. “Further, your committee favors immediate enactment of legislation to 
separate airline subsidies from compensation for the cost of carrying airmail.” 
In all probability for the purpose of avoiding legislation on this 
subject, the Board has provided, administr: atively, a separation of 
so-called compensatory mail pay from the subsidy payments. It is 
contended, however, that this separation as made by the Board is a 
concealment of subsidy since the lowest compensatory rate as applied 
to domestic operations is about equal to the per pound rate charged 
for first-class live passenger service and approximately four times the 
rate for moving cargo which mail transportation more nearly resem- 
bles. We believe a more realistic separation would put the com- 
pensatory rate at considerably less than half the lowest rate estab- 
lished by the Board, thereby disclosing a much greater payment of 
pure subsidy. 
Mr. Chairman, this concludes the serial review of the committee 
recommendations and the general statement of the Board’s failure 
to comply with any one of them. 
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Instead of complying with the foregoing recommendations made 
almost 2 years ago by this committee, the Civil Aeronautics Board 
has continued its previous attitude toward the independent air carrier 
industry which this committee described as “confused and devious.” 
Your committee’s recommendations favorable to a restoration of the 
independent air-transportation industry have not only been ignored 
by the Board but the Board has increased its efforts to hasten the 
elimination of the nonscheduled airlines. 

The concluding paragraph of this committee’s annual report to 
Congress is significant : 

This past year saw a stepping up of the war of attrition against the small- 
business segment of the aviation industry by the Civil Aeronautics Board, 
CAB action against the irregular airlines, who were the originators of low-cost 
air coach, took a number of forms, ranging from mild harassment to outright 
elimination of some of the carriers. The decision of the CAB to revoke the 
operating rights of a small nonscheduled airline furnishing essential service 
to Alaska seemed to arouse more public resentment than any other. Thousands 
of letters of protest from residents of Alaska were received by your committee. 

* * * * * * * 

The future growth and even the continued existence of the independent airlines 
is in jeopardy. CARB’s methods of inducing “death by delay” and “strangulation 
by regulation” are just as fatal in the long run as ouright elimination—which 
action the CAB apparently hesitates to take. The CAB must show changes in 
its thinking and its attitudes if it is to follow the recommendations of your 
committee that the Board take appropriate steps to insure the continued exist- 
ence of these vital small business enterprises. 

In further defiance of recommendations of this a and the 
express mandates of the Civil Aeronautics Act of 1938 the Board has— 

Actively blocked efforts of nonscheduled airlines to purchase post- 
war-type transport aircraft and in some instances has prevented their 
leasing surplus aircraft from the military for civilian and military 
flights. 

Adopted and threatened to promulgate regulations which make it 
difficult if not impossible for the supplemental low-cost air-coach 
carriers to operate with the only aircraft available to them. 

Violated basic procedural policies and rules of fair play; departed 
from previous decisions in denying operating authority; withheld 
from the record in one application proceeding recommendations of 
the Defense Department that probably would have obliged the Board 
to grant operating authority to an independent airline; has and is, 
deliberately following the practice of “elimination by attrition” by 
proceeding to terminate the operating authority of these airlines pro- 
viding low-priced air-coach supplemental air transportation, while 
conducting a proceeding to determine the future policy of the Board 
with respect to such airlines, Because of the length of time it will 
take to complete this investigation if this process of “elimination by 
attrition” in terminating one by one the operating authority of these 
companies for violation of a regulation designed especially for that 
purpose continues unabated until the conclusion of this proceeding, a 
very few of the remaining air carriers operating low-cost supplemental 
nonsubsidized air-coach transportation will retain their operating 
authority by the time this proceeding is concluded and the industry 
as a whole will be destroyed before any conclusion can be reached as 
to the place of these carriers in the air-transportation industry. 
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In its frantic effort to put the nonscheduled airlines out of business, 
cnored the recommendations of territorial and municipal officials 
nd of the Department of Justice and Department of the Interior. 

These actions by the Board and its failure to take preper action 
since issuance of the previous committee report establishes as a fact 
that the Board has followed a plan with the avowed purpose of elimi- 
nating a valuable segment of the air-transport industry by making its 

perations impossible or unlawful. 

James M. Landis, then Chairman of the Civil Aeronautics Board, in 

letter to Senator Magnuson, dated August 13, 1947, in referring to 

mscheduled carriers, stated : 

Actually our studies indicate that carriers operating the larger transport types 

f aircraft * * * tend to confine the bulk of their operations to relatively few 
points. Such practice is not inconsistent with the concept of irregularity set 
forth in section 292.1. 

Because of the irregularity requirements and because of the great 
expense involved in operating large transport-type aircraft, an oper- 
itor cannot afford to own or take a long-term lease on a large aircraft 
that he is permitted to fly but some 4 to 5 times a month between 2 
points. However, with the knowledge of this characteristic of the 
ndustry the Board adopted a regulation making it unlawful for a 
onscheduled carrier to operate any aircraft if it did not have a lease 
or agreement under which it had exclusive use of the aircraft for at 
least 6 months.” 

In view of the Goodkind memorandum it is now apparent and 
beyond dispute that this regulation was adopted for the purpose of 
compelling the nonscheduled carriers to violate the regulations and 
thus be exposed to proceedings looking toward the revocation of the 
carrier’s license. 

In view of these apparent intentions of the Board to compel all 
nonscheduled operators to violate the Board’s regulations, so they 
could be eliminated one by one from the industry, it is not surprising 
that at the time of the previous committee hearings, the Civil Aero- 
nauties Board had already indicated that over 90 percent of the 
operations of the industry as a whole were believed to be illegal. 

Because of the uncertain status of nonscheduled airlines, resulting 
principally from unreasonable regulations of the Civil Aeronautics 
Board and constant and continuous activity designed to put these car- 
riers out of business, it has been impossible for them to enjoy normal 
credit or to secure financing for the purchase of new equipment. It 
is urged that these carriers be given operating rights for a period 
of a sufficient number of years for them to achieve the normal credit 
requirements of all successful businesses looking toward economic 
stability. 

The city of Chicago, some 3,000 miles from Alaska, was so outraged 
by the Board’s policy of eliminating nonscheduled carriers operating 
into Alaska that its corporation counsel made this statement in a Civil 
Aeronautics Board proceeding : 

Under such reasoning the irregular and nonscheduled operators are not to 
qualify as certificated operators. They are to take all the risks incident to the 


“Role of irregular airlines in United States air-tramsportation industry. Hearings 
before a subcommittee of the Select Committee on Small Business, U. 8. Senate, 82d Cong., 
ist sess., 1951, p. 148. 

“Civil Air Regulations, pt. 42, sec. 42.1 (a) (12a). 

18 Senate Small Business Committee hearings, pp. 164-165. 
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building of their business, and when they show signs of competitive success, 
the traffic then created must be viewed as belonging to the certified carriers whose 
interests must be jealously guarded. Under such an interpretation of the act 
of Congress the big air-transport companies get bigger and the little ones are put 
out of business * * *." 


The record of the past 21 months is adequate pron that the Board 
has had no intention of regulating nonscheduled carriers, but has 


instead been dominated by the single intention of eliminating the 
entire industry. 





BOARD SHOULD BE REQUIRED TO PERFORM 

Mr. Chairman, I should like here to observe that in view of the 
complete unwillingness of the Board to forego its campaign of 
destruction directed toward these carriers, and its failure to heed 
the guidance of a committee of the Congress which created the Board 
and entrusted administrative authority to it, some means should be 
found to implement the will of the Congress as expressed in the Civil 
Aeronautics Act of 1938. Broad standards that allow exercise of 
virtually unfettered administrative discretion should be entrusted 
only to a regulatory agency that has evinced ability and willingness 
to make an affirmative application of the express commands of the 
Congress, whose creature it is. When an administrative agency, such 
as the Civil Aeronautics Board, has demonstrated that it has failed 
to honor those express commands, it forfeits the confidence of Congress, 
whereupon it becomes the duty of Congress to safeguard the essential 
aims of the national air-transportation policy by contracting the 
flexible discretion previously delegated to the Board. 

In the Civil Aeronautics Act of 1938 Congress decreed : © 

Sec. 2. * * * the Authority shall consider the following, among other things, as 
being in the public interest, * * *. 

(d) Competition to the extent necessary to assure the sound development 
of an air-transportation system * * *. 

In the course of the Civil Aeronautics Board’s proceedings known 
as the Alaska Service case, Civil Aeronautics Board Docket 4826, the 
Board’s Examiner Cusick set forth in no uncertain terms the thinking 
of the Civil Aeronautics Board with respect to large irregular air 
carriers, as follows: 

* * * traffic hauled by the irregular and nonscheduled operators must be 
viewed as traffic which should be available to the certificated carriers if the 
public interest would be thereby served. “Public interest” as used here is an 
all-inclusive term and encompasses the financial well-being of those carriers 
supported in whole er in part by funds in the Federal Treasury. * * * 

Thus we see the policy of the Board is to interpret “public interest,” 
not as the interests of the public to be served, as their interests were 
expressed by Congress, but public interest is construed by the Civil 
Aeronautics Board as the “financial well-being” of the subsidized 
carriers. This view of the matter, I respectfully submit, is basically 
and fundamentally wrong. 

The Board has repeatedly recorded its policy to not tolerate competi- 
tion by these carriers providing low-cost supplemental aircoach trans- 


“4 United States-Alaska case, Docket 8286 et al., exceptions of city of Chicago to report 
and findings of CAB Examiner Cusick, served January 9, 1950, by Benjamin 8S. Adamowaki, 
eorporation counsel, and John C. Melaniphy, assistant corporation counsel. 

* Sec. 2, Civil Aeronautics Act of 1938, as amended, 49 U. S. C. 402. 
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portation with its certificated domestic lines. In its foreign air- 

transportation policy, however, a different view is taken. I will quote 

briefly from the conclusions of the Board in the North Atlantic Route 

case to show the value placed upon the direct competition of competing 
arriers in that area: 

The greatest gain from competition, whether actual or potential, is the stimu- 

s to devise and experiment with new operating techniques and new equip- 

ent, to develop new means of acquiring and promoting business, including the 

endé ‘ring of better service to the customer, and to the country. * * * 

* * No effective substitute for healthy competition as a stimulus to progress 
and efficiency can be found in monopoly. The stimulus to an imaginative man- 
gement that results from the competitive efforts of business rivals to secure 
patronage and trade cannot be matched as a motivating force for the public 
welfare even by the private profit incentive, for the latter might be satisfied with 
moderate traffic at high rates while public welfare would require mass trans- 
portation at lower fares and charges. The improvements which flow from a 
mpetitive service cannot be decreed by administrative fiat. * * * 

And there, Mr. Chairman, from the words of the Board itself, in 
expressing its policy in the field of foreign transportation, you have 
the complete answer to the problem of domestic air operations. But 

der the domination of the entrenched certificated carriers, who are 
satisfied with a “moderate traffic at high rates,” and who compete 
among themselves only in matters of acquiring additional exclusive 
rights, the Board denies the citizens of this country, who use domestic 
air transportation, the benefits that may be derived from a properly 
regulated competitive industry. 

The matter of competition in air transportation, especially the 
benefits flowing from competition by these small, low-fare coach and 

irgo carriers, has been considered by the Postmaster General in the 
Alaska Service case (Civil Aeronautics Board Docket 4826) and by 
the Department of Justice in its “Views of of the Department of Jus- 
tice” concerning the “annulment and partial repeal of the irregular 
air carriers exemption, section 292.1 of the economic regulations of 
the Civil Aeronautics Board.” This regulation is the one under which 
these small carriers providing supplemental aircoach service are be- 
ing put out of business. 

By the Postmaster General: The following statement of the Post- 
master General in the same case (Alaska Service case CAB Docket 
1826) is significant: 





Most of the nonscheduled services listed in exhibit PNA 811—-R are entirely 
unknown except to people who live in Alaska and the Northwest Section of 
the United States; yet the fact that Pacific Northern characterizes their com- 
petition as one of the ‘intolerable conditions’ under which it must operate makes 
t clear that they are active in seeking, developing, and getting business. In 
meeting this competition practically all of the certificated carriers have run 
special flights at fares and rates considerably under those published. In other 
words, the competition of the type which must have been in the congressional 
mind is producing the adequate, economical, and efficient service which that 
congressional mind envisioned. The energetic independents in winning traf- 
fic are really bringing about the encouragement and development of Civil 
Aeronautics. 

By the Department of Justice: The Department of Justice ex- 
pressed its views concerning the amendment to the economic regula- 
tions of the Civil Aeronautics Board (sec, 292.1) under which the 
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independent air carriers are now being put out of business,” 
follows: 


as 


“The certificated carriers, finding that the business developed by the irregn- 
lar carriers has become profitable and substantial, are now endeavoring to 
divert this business to themselves and exclude the irregular carriers from the 
traffic thus developed. 

One of the most important questions confronting the Board is whether or not 
nonscheduled, nonsubsidized carriers should be admitted to the air transpor- 
tation field. The Board has frequently stated their objective is to reduce sub- 
sidy in the direction of ultimately eliminating all subsidy. 

One of the best ways of eliminating subsidy is to permit the nonsubsidy car- 
riers to develop in air transportation so that operating statistics showing actual 
cost of operation would be readily obtainable. The nonsubsidized irregular car- 
riers would thus furnish the Board a yardstick for determining the extent to 
which air carriers can furnish service without subsidy. 

* * * Certainly the Board should have complete up-to-date factual information 
covering this entire subject matter before adopting a program so drastic as to 
eliminate the irregular carriers as competitors of the certificated airlines in this 
mportant field of transportation. 

The narrowing of the exemption provision in section 292.1 of the Beonomic 
Regulations embodied in the pending proposal will facilitate the elimination of 
the competition provided by the irregular carriers. 

The purpose of the proposed revisions to section 292.1 is to effect a tightening 
of “restrictions” upon irregular carriers. In the light of interpretation No. 1 
to section 292.1, the definition of “irregular” air transportation which is proposed 
would require such infrequency of service as to render the continuance of service 
by the irregular carriers economically impossible. The scope of irregular opera- 
tion would be so narrowed as to prohibit the handling of a substantial volume of 
traffic and to prevent the performance of the amount of service for which there 
is a demonstrated public demand. The definition is so stringent as to be tanta- 
mount to a prohibition against effective irregular carrier operations, 


The fundamental principle of the American way is freedom of 
opportunity and enterprise. In closing my direct statement, follow- 
ing which I shall be pleased to answer any questions of committee 
members, I wish to quote from the dissenting opinion of Justice Black, 
in which Justice Douglas concurred, in the case of American Truck- 
ing Associations, Inc., v. United States, decided by the Supreme Court 
in January of this year, and reported in volume 97 of the United 
States Supreme Court Advance Reports 243, at page 260: 


The tendence of the rules is thus to eliminate many small business ventures. It 
may be, as the Commission (Board) seems to think, that the Nation’s motor-car- 
rier business (air transportation system) can be more sufficiently accomplished 
by a few big companies * * * than by a large number of small companies. * * * 
But if that governmental alteration in our business structure is to be ordained, 
(Congress, not the Commission (Board) should do the ordaining. [Parenthesis 


supplied. | 

Mr. Chairman, at this point I would like to show you some of the 
charts, to bear out the economic phases of the enforcement action 
which the Board has carried out toward the irregular air carriers. 

Senator Henprickson. The charts and explanation thereof will be 
made a part of the record. 

Mr. Jounston. Thank you very much for your patience in this mat- 
ter. I appreciate getting this statement into the record. 


(Charts and explanation thereof submitted by Mr. Johnston 
follow.) 





1° Views of the Department of Justice concerning the Amendment and Partial Repeal of 


the Irregular Air Carriers Exemption, sec. 292.1 of the Economic Regulations of the Civil 
Aeronautics Board. 
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pLANATION OF CHART No. 1 WHICH APPEARS ON PAGE 110, SUBMITTED BY MR. 
CLAUDE PEPPER, COUNSEL, AITRCOACH TRANSPORT ASSOCIATION, INC. 


HOW INTERCITY TRAFFIC MOVED IN 1951 (TRIANGULAR CHART) 


This chart shows the passenger miles of intercity transportation (1) by pri- 

e auto, (2) by public conveyance. Approximately 355 billion passenger-miles 

re traveled by private auto in the United States, 62.6 biilion passenger-miles 

public conveyance. Of the miles traveled by public conveyance, approximately 
92 billion passenger-miles were transported in first-class air transportation and 
yproximately 10.2 billion in first-class rail transportation, a total of 19.4 bil- 

n. In second class or coach, approximately 2% billion passenger-miles were 

iveled by air, 19% billion by rail-coach service, and 21.2 billion by bus, for 

total of 43.2 billion passenger-miles in 1951. In first-class travel, which in- 
udes regular air service and rail pullman, the air industry has penetrated the 
rket to the extent of 47.4 percent or very nearly one-half in 1951. A recent 
ease indicates that in 1952 first-class air exceeded first-class rail in passenger- 

T i¢ Ss. 

One of the scheduled airline executives last Friday spoke of “skimming the 

eam.” Here we have a graphic demonstration of the certificated carriers 
catering to the cream” of the transportation market. They have been quite 

ntent to serve this expensive type of traffic and have been unwilling to de- 
op aircoach business. 

\ddressing ourselves to the second-class transportation, the 2% billion pas- 

nger-miles of air coach travel was supplied about one-half by the scheduled 

nes and one-half by the supplemental air coach carriers. Air coach repre- 
ted roughly 11.4 percent of the combined air and rail transportation and only 
\.8 percent of the combined air, rail, and bus transportation. In this class of 
vice in which the large mass of the American public travels, there has been 
a meager penetration of 5.8 percent of the total by air coach. This is the 
ea in which the air coach carriers established themselves immediately after 
the war, and it is the type of traffic they have been trying to develop. 
Ir. Chairman, this association feels that something needs to be done to en- 
rge the air transportation system to provide services in which people of 
ted means can afford to travel by air. It is our belief that if air transporta- 
tion is sufficiently popularized by making this low-cost transportation available 
the workingman and improving such service, not only will there be a greater 
segment of the public travel diverted to this speedy service but also there will 
e substantial displacement of the private automobile by low-priced air trans- 
portation service, 

Also on this chart we have included a suggestion of the defense aspect of a 

id-based air transportation industry. 

For the purpose of national preparedness, it is important that commercial 

transportation should be further developed in the low-priced transportation 
irket. Planes that are in current use can be mobilized for military purposes 
with the least possible delay. In World War I, the taxicabs of Paris were used 
to transport troops to meet the German advance; and in World War II, the 
small boats of England effected the evacuation from the beaches at Dunkirk. 
There was no time for mobilizing other reserves, and a large fleet of aircraft 
engaged in commercial operations may be the most essential safeguard for the 
United States in some future emergency. 

The plane symbols at the right of the pyramid opposite the air transportation 
sections indicate the limited number of planes currently engaged in commercial 
passenger traffic. The cluster of planes opposite the bottom section indicate 
that much greater numbers of planes could be available for emergency military 
needs if the use of aircraft for low-priced intercity transportation were more 
fully developed. 

There can be no practical substitute for a broad-based commercial air trans- 
portation system as a potential emergency airlift. Unlike the Paris taxis and 
the British small boats, aircraft can be flown only by skilled pilots who must be 
continuously engaged in flying jf they are to be available for immediate service. 
Furthermore, a need for sustained or continuing airlift would require extensive 
maintenance facilities (including a large number of skilled mechanics) and 
flight management facilities which can only be provided through the establish- 
ment of an adequate, broad-based, commercial air transportation industry. 

The present system, concentrated as it is on the comparatively small deluxe 
market, is hopelessly inadequate for emergency purposes. The logical area for 
expansion is in the low-priced market in which the great bulk of the public 
travels. 
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EXPLANATION OF CHART No, 2 
This chart pertains to the operating status of the independent air carriers. 
Originally there were about 175 supplemental air-coach carriers engaged in air 
transportation in 1945 and 1946. The regulations governing their operations at 
it time were indefinite and inadequate. The Civil Aeronautics Board took 
suecessive steps to exert control over this industry. One of these steps was the 
ssuance of letters of registration, which was done without undue formality, 
ing these carriers a general exemption authority to operate. Subsequently, 
ywever, the Board, wishing to tighten its control, required all the carriers hold- 
etters of registration to reapply for individual exemptions. This was a part 
of the procedure outlined in the Goodkind memorandum, which I have previously 
ntioned, looking toward the ultimate elimination of these carriers. About 
100 carriers applied for new individual exemptions, and, as shown on the chart, 
nly 18 were approved within 4 years from the date of application, 56 were posi- 
ely denied, 15 have still not been acted upon, and 11 applicant carriers have 
een put out of business by the more direct means of revoking the letters of 
gistration, ete. The 18 carriers who have had their exemptions approved are 
» only ones that have a protected right to continue operating; i. e., revocation 
cause through due processes of law. It is interesting to note the composition 
hese 18 carriers. Two are small irregulars; one is authorized to carry news- 
ers only; ete. The more effective operators are notable for their absence 
m this list. The carriers whose applications were denied or not yet acted 
won are still being permitted to operate pending the conclusion of the large 
egular carrier investigation which the Civil Aeronauties Board is currently 
ducting. Aside from this permissive exception to the Civil Aeronautics Board’s 
lations, none of these firms have any rights whatever under the Civil Aero- 
tics Board to remain in business, and I am most hopeful of impressing upon 
s committee the fact that such an atmosphere is not conducive to the develop- 
t of anything good. It is wholly of the Civil Aeronautics Board’s making, 
id if allowed to continue will result in the destruction of this industry. 
In the second half of this chart is shown the transportation revenue earned 
1952 by such of these 100 carriers as are still functioning. It will be observed 
56 percent of the total revenue was earned by the 15 carriers whose applica- 
ns for individual exemption have not yet been acted upon and that 27 percent 
produced by those who have been positively denied the right to operate, or a 
of 83 percent by carriers whose operations may be cut off by the Civil Aero- 
tics Board without any more formality than an administrative denial of the 
ition (already established for 56 of the 71 carriers) and rescinding the 
ket exception to the regulation requiring individual exemptions. Only 13.2 
ent of the revenue was produced by the 18 approved carriers. 
\lso, at this time there are 7 enforcement proceedings pending against 10 
riers, instituted since March 21, 1952, which are directed against independent 
carriers carrying 375,400,000 passenger-miles in 1952 out of a total of 1,251,- 
00,000 passenger-miles operated by all the independent air carriers. Thus, 
rriers who transported 30 percent of the independent carrier traffic in 1952 
re now defending enforcement proceedings instituted by the Civil Aeronautics 
Board. These seven only represent pending cases and do not include those 
rriers Whose operating authority has been revoked since January 1, 1952. 
There, Mr. Chairman, you have the picture of the confused state in which the 
il Aeronautics Board has kept this industry by refusing to act upon their 
llications for certificates giving them authority to operate as certificated car- 
rs end also withholding approval of their individual exemption applications. 
(he cirriers who are operating by an extension of their operating authority 
ntil the completion of the large irregular carriers’ investigation have no assur- 
nee that they will be allowed to continue and no recourse in the event the Civil 
\eronauties Board chooses to put them out of business. 
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EXPLANATION OF CHART No. 3 


The irregular carriers are the ones who originated coach operations. When 
ey began flying in 1945 and 1946 they were the original coach operators. 
ere were no coach operations by certificated carriers until November 1948 
en Capital Airlines instituted its first flights between New York and Chicago, 
.s Mr. Carmichael, president of Capital Airlines, told you last Friday, the reason 
pital engaged in coach operations was that their planes used in first-class oper- 
ns between New York and Chicago were idle through the night hours, and 
was to increase the utilization of these planes during those idle hours that 
pital Airlines asked permission to operate a lower priced service, which would 
ve them a 24-hour utilization of their equipment instead of only a 16-hour 
ization. 
You will observe in green on this chart the growth of the scheduled air-coach 
perations from 249 million revenue passenger-miles in 1949 to 2,338,443,000 
venue passenger-miles in 1952, or a nearly tenfold increase in 4 years. In the 
me time, the independents which originally established this air-coach business 
d flew 581.7 million passenger-miles in 1949 has had very little increase. 
And here we get into the question of the type of traffic the independents are 
eing permitted to carry. Originally they transported the general public in 
at is called common carriage. But as the Civil Aeronauties Board diverted 
eir civilian common carriage traffic to the certificated carriers’ coach opera- 
ons, the independent carriers’ operations were diverted also to the transporta- 
n of military personnel. The solid red section in the 1951 and 1952 columns 
f the chart indicate the military movement by the independent carriers of about 
20 percent in 1951 and 50 percent in 1952. So you will see the net amount of 
vilian common carriage business of the independent carriers in 1952 is practi- 
cally the same as it was in 1949. 
So while the trunkline coach operations in 1952 increased nearly 10 times the 
lume in 1949, the independent carriers’ common carriage of civilian traffic in 
‘52 was approximately the same. 
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EXPLANATION OF CHART No. 4 


And here’s what has happened to our independent carriers in the last year. 
Here is a comparison of the fourth quarter of 1951 with the fourth quarter of 
1952, and the purpose of this chart is to show how these carriers have become 

re dependent upon their military traffic than upon their civilian common 
carriage. This chart covers the operations of 22 members of my association 
which were engaged in military CAM operations in 1952. The first part of this 
hart shows a composite picture of ail 22 carriers. The large outline indicates 

» total volume of revenue earned in the fourth quarter, which you will see 

eclined 21.6 percent from the fourth quarter 1951 to the fourth quarter 1952, 

nd whereas the military movement comprised only 29.4 of the fourth quarter 
1951 traffic revenue, it comprises 50.6 percent of the revenue source in the fourth 
quarter 1952. So we had, first, a very great shrinkage in our total business, and, 

ond, an increasing dependence upon the military business. 

For further amplification we have divided the 22 carriers into two groups; 

roup A includes 13 carriers whose military business in the fourth quarter 1952 

s 50 percent or more of their total revenue. And group B includes nine car- 

ers whose military operations were less than 50 percent of their total in the 

irth quarter 1952. Group A, you will see, had an increase of 19.4 in their 

tal business, and that appears to be very fortunate. The proportion of mili- 
tary to total, however, for those carriers increased from 24.6 percent in the fourth 
quarter 1951 to 70.5 percent in the fourth quarter of 1952. Now, Mr. Chairman, 

the event the emergency should come to a sudden end or for any other reason 

transportation of military personnel were taken from these carriers, you 
that instead of enjoying an increase they would suffer a tremendous decline 
and thus be placed in great economic jeopardy. 

Now the other group who have not gone so heavily into military movements 

p to now have had a tremendous decline in their total revenue between the 
fourth quarter 1951 and the fourth quarter 1952—a decline of 48 percent— 
nearly half. And practically all of that decline has been in their civilian common 

arriage. Their volume of military traffic has remained about constant in volume 

percentagewise has advanced from 17.8 to 30.3 percent due to great reduction 

the volume of their common carriage business. So these carriers in group B 
are already suffering the effects of lost civilian common carriage, and are be- 

ming increasingly vulnerable to a decline in military movements. 
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CHART No. 5 
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EXPLANATION OF CHART No. 5 


To complete the comparison between the fourth quarter 1951 and the fourth 
quarter 1952, we have another chart showing the growth of coach operations 
by 9 certificated carriers in those same 2 quarters. Between the fourth quarter 
of 1951 and the fourth quarter of 1952 the certificated coach operators had a 
79-percent increase in their revenue earnings. They increased from $15.7 mil- 
lion in the fourth quarter of 1951 to $28 million in the fourth quarter of 1952. 
That revenue was made up of passenger transportation in which they had an 
increase of 77 percent and cargo operations in which they enjoyed an increase 
of 122 percent. This in contrast to the deteriorated position of the irregular 
carriers gives you an idea of the precarious situation that our industry is facing. 
It also becomes abundantly clear that we are being sacrificed to the benefit of 
the certificated carriers who as late as 1988 were even smaller than we are now. 
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The CuarrmMan. Will General Knerr come forward, sir. You may 
oceed, sir. 


STATEMENT OF HUGH F. KNERR, MAJOR GENERAL, RETIRED, 
UNITED STATES AIR FORCE, WASHINGTON, D. C. 


Mr. Kwerr. My name is Hugh Knerr, major general, Air Force, 
retired. 

Mr. Chairman, I have no prepared statement. I would like to make 

few comments, however, which I think will be of interest. I have 
followed the fortunes of commercial aviation very closely over many 
years. 

Mr. Chairman, I have been interrupted a moment and advised to 
give my background. Would you like to have me do that? 

The CHatrmMan. Yes, sir; for the record you may. 

Mr. Knerr. My military service includes service in the Navy, the 
\rmy, and the Air Force, the last 35 years in the Air Force in capaci- 
ties from squadron commander up to deputy commander for the 

rategic Air Forces in Europe. 

Following the fortunes of commercial aviation, I have had in mind 

e necessity for building up a competent industry that would be able 
to supplement military aviation in modern warfare. Now the weap- 
ons that we have been developing so rapidly in the last few years are 
getting way out ahead of ground means of support. We must have 
in aerial line of communications that can be depended upon. The 
only way we can depend upon it is to have it in being in time of peace. 

To have it in being it must be a commercial enterprise that is pay- 
ing dividends in the normal industrial fashion that is common to all 
of our enterprises. If we have such a large enterprise, then entire 
pieces of equipment, including the people and the paperwork—you 

an never get away from the paperwork, the methods, the ground- 
handling equipment, everything that is associated with cargo opera- 
tions—can be handled. 

Now I am here today at the invitation of the Aircoach Transport 
\ssociation. I do not represent them in any way whatsoever any 
more than I represent the scheduled airlines, the freight operators 
or the military. 

The Cuarrman. You are just a disinterested person who is con- 
erned about the future security of this Nation. 

Mr. Kwerr. That is right. 

The Cramman. What you are endeavoring to do is to see that we 
have a very strong, healthy, growing commercial-aviation development 
n the United States so that the Nation could fall back on that mm the 
event of a dire national emergency. Is that the thought that you are 
oncerned with ? 

Mr. Kwerr. That is correct, Mr. Chairman, we have had continuous 
examples of how this type of aviation has been able to forward the 
military programs, from the hundreds of experiences we have had in 
the past war where weapons could not be employed because they 
could not be properly serviced due to lack of ground means of trans- 
portation and lack of air transportation, right up to the present day 
where one of the last outposts of the free world is trembling in Laos 
for lack of means to defend itself, and our reaction to that has been 
to divert airlift from the Korean adventure to the support of this new 
activity. 
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As I say, there are hundreds of cases where our weapons were not 
brought fully to bear, for lack of air transportation. In developing 
the air-transport requirements of the military, I have a great deal of 
experience also. However, nothing was ever accomplished in that 
area because the military could not support the development of a 
commercial air pli ane. 

One of the most glaring deficiencies that we have now is the lack of 
a proper transport “that can be employed in coach operations and in 
freight operations, and there is the broad base upon which the air in- 
danley that is so badly needed must be based. With an industry 

hat is able to support 10,000 DC-4 equivalents, we will have barely 
met the requirements of the military for airlift in an all-out emergency. 

The Joint Aviation Policy Committee of 1948 produced testimony 
from the military that 5,000 DC—54’s were required at that time. 
That number is now not less than 10,000 because of the international 
incidents that have arisen in the interim. 

In observing the development of civil aviation, I have frequently 
noted the fact that the air-coach operator as distinguished from the 
scheduled airline has been the one who is willing to stick his neck out 
and to make an effort, even though he stands to lose everything that 
he has invested. Why? Because most of them have a background 
of military air experience and know how desperately needed is the 
airlift when there is a real pinch. 

During the course of the ast war it was frequently necessary for me 
to take | aia aircraft and strip them and use them for trans- 
ports in order to get vitally needed things where they were desperately 
needed. A typical example was to push Patton across Europe. In 
spite of everything the ground-transportation system could accom- 
plish, he could not keep up to the schedule that he set for himself. 
It was necessary for us to forward gasoline by these diverted bom- 
bardment aircraft when the bombardment was also badly needed out 
front. Time after time the same thing has happened. 

We have the opportunity now to get industry started if it could 
have just plain ordinary American consideration. In my military 
capacity, one of them as the Inspector General of the Air Foree—— 

The CHamman. But, General, we do have a problem here in the 
event unscheduled airlines could just come in without any regulation 
whatsoever and take whatever they could possibly take from this sec- 
tion of the country. We will take the New England area for example. 
They could transport to the West and then scout around and try to 
drum up some more business and then just bring it right back from the 
west coast to om New England area. If such an operation were per- 
mitted over a period of, say, 3 or 4 months, couldn’t it drastically 
affect the w cake commercial aviation deve mae by disrupting what 
was a normally scheduled function to such an extent that it might 
cause even bankruptcy in some scheduled commercial lines? There- 
fore, we do face a question of how they can operate. Where do we 
draw the line? What is in the picture ? 

Now that is what we are trying to determine here in this hearing, 
and that is the reason I raise the question: Is there a responsibility on 
the part of the Federal Government to see that an orderly scheduled 
operation is maintained and at the same time permit a nonscheduled 
to serve its purpose, but without destroying an existing line? 

That is the point that I am trying to get a clear line on and to get 
as much information on as I possibly can for the information of 
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Congress, in order that we may intelligently make decisions as to legis- 
tion or expression of the intent of Congress. 

| can see that nonscheduleds could concentrate for a period of time 

the field of commercial operations and they could make themselves 

\petitively such that it might affect seriously our scheduled opera- 
tions. Now, if we can be smart enough to get that line clearly drawn 
so that we can have a good mental picture of it, it would be helpful to 
everyone of us. 

Mr. Knerr. Mr. Chairman, I agree with much of what you have 
said. However, I would caution that you cannot think in terms of 

\) airplanes nor in terms of 3 or 4 months. We must think in terms 
of an established industry employing thousands and thousands of air- 
craft to pick up freight and passengers that are not now being 
cked up. 

The scheduled airlines have, it has been my observation, a very 
clearcut mission in providing fast luxurious-type service end a certain 
anount of second-class service over the same routes. However, those 
routes by no means cover the industrial requirement in moving people 

d goods throughout all of the United States. 

The feeder lines, so-called feeder line operations, flight operations, 
air-coach operations, can cover that area if they are permitted to do so, 

d they can be permitted to do so under a type of regulation that is no 
more severe than is applied to railroads, buses, and such forms of 
transportation. 

The time has long since passed that aviation must be spoon fed. 
Unfortunately I at least personally get the reaction that the scheduled 
airlines are hanging onto their support instead of being weaned. Now, 
it is, of course, necessary to produce additional legislation that will 
apply the proper regulation to coach carrier and freighter so that 
those operators can build up the big broad base of the type of aviation 
that can be used in time of war. It isn’t a question of moving goods 
from the east coast to the west coast. 

The Cuarrman. I just used that as an example of where he might 
oncentrate, 

Mr. Kwerr. A fly-by-night concentration misses the target. That is 
not the objective. It must be a firm, well-established and well-regu- 
lated type of air transporation that can be picked up and moved where- 
ever necessary and continue the same operation that they have been 
doing in domestic service. 

For instance, if we had been able to pick up 2 or 3 operating airlines 
with 50 or 60 or more airplanes, with the bulk of their pilots and 
management and people and paper work, and set them down on the 
route from Tokyo to Korea or from Tokyo to Alaska or wherever you 
may designate, we would not have had the same old worries that we 
had in the last war and paid no attention to, in learning a lesson. 

The Berlin air lift, for instance, is a typical example of emergencies 
that will arise in the future where we should be able to pick up com- 
pleted operating organized systems and put them to work wherever 
the fire is the hottest. That is the objective I am trying to get across. 

The CuAmman. Does that complete your statement? 

Mr. Kwerr. That isall Thave. May I submit the attached article? 

The Cuatrman. Thank you, sir, it will be incorporated in the 
record. 


p 





152 FUTURE OF IRREGULAR AIRLINES 


(Following is a reprint of an article by General Knerr submitted 
for the record :) 
AIRLIFT FOR SURVIVAL 
By Hugh Knerr, Major General USAF, retired 


[Reprinted from May 1953 issue of Aviation Age] 


There is no getting around the fact that should war occur and we are to survive 
we must export it. 
However 

If tradition requires the investment of a high percentage of our dollars and 
resources in floating weapons and their support vehicles we have failed to heed 
the hard lessons of the Last World War. 

If adamant doctrine ties us to the cliche that infantry is the queen of battles 
and ignores the demonstrated fact that air action must gain control of the sky 
before the soldier can walk to victory on the ground, we are stupid. 

If the lure of the wild blue yonder leads us to slight the supply facts of beans, 
bullets and bandages, we are grossly negligent. 


If on the other hand 

We do a double-take before it is too late and realize that air transport is now 
a weapon we are wise in our time—for common to all modes of warfare is the 
need for transport geared to the ever increasing capabilities of weapons. 

That requires vehicles 

All kinds of vehicles—but in proper proportions and of proper design if they 
are to function efficiently in the contest coming up for the second half of this 
century. 

We have long since passed the stage where land and sea transport alone can be 
relied upon to make our weapons felt where and when they will hurt the most. 

Time and space are no longer our allies in the struggle for the first and what 
may well be the last, decision. Only through air transport can these factors be 
turned to our account. Not just airplanes, but entire transport systems that can 
be picked up with their equipment, paper work and people to be put in service 
at once wherever the newest punch must be delivered, followed up and sustained 
until the slower means of surface transport can be made to function. 

Of what use is a devastating weapon at the far end of a supply line with no 
proper vehicle to maintain it? The last war was a continuous experience of aerial 
weapons grounded for lack of the proverbial nail. Only the American ingenuity 
and the use of ersatz materials were we able to keep what Lord Trenchard so 
aptly called a “full breakfast table.” Next time we will not have a vast burton- 
wood supply depot to draw upon nor the time to improvise. 

It is not enough that we build more and more transport aircraft, military or 
commercial, capable of carrying heavy or bulky loads. Entire systems for air- 
freight handling must be developed in the same fashion that entire weapon 
systems are developed. Of what value is a railroad consisting of nothing more 
than tracks, cars, and warehouses? Without a traffic system all the cars will 
soon be at one end of the line, warehouses jammed and the tracks turn to rust. 

Now don’t snort. Don’t say it can’t happen in the air. It has happened and 
continues to happen even in the lush times of peace with no enemy more serious 
than red ink breathing down our neck. Only under the pressure of war, hot 
or cold, have we taken the trouble to devise transport systems capable of raising 
utilization levels much above the survival level—to be forgotten when the emer- 
gency passed. 

Anyone who skinned his knuckles on Patton’s push, the China hump, or the 
Berlin airlift won't snort. Those were downright painful experiences. But in 
spite of these, and of reams of paper and endless conferences from the President 
himself down through congressional committees, Secretaries of all Defense 
Departments, Chiefs of Staff of the Armed Forces—in fact, wherever respon- 
sibility lay, the facts have been personally presented. To date nothing significant 
has happened to close this gap in our armor. If the situation were not so tragic 
in its implications one could forget it and let nature take its course. But we 
ean’t forget it. Not if we value our lives or the verdict of such history as 
may remain after the Red tide has burned the books. 
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Why has nothing happened since 

Chis subject was first seriously considered by the Baker board hard on the 
heels of the unhappy Army airmail experience where, incidentally, more lives 
were lost to Old Man Weather than the pony express lost to the Indians. 

Assuming that this is not a “Never never land” and one can express an opinion 

sed upon long experience it is my belief that nothing significant has happened 

recognize commercial transport as a potential weapon because the major 
tificated airline operators, with the blessing of the CAA, do not wish to 
opardize their high tariff, subsidy supported, combination luxury passenger 

i freight business; the principal manufacturers of airline equipment do not 

sh to depart from their tooled up empirical methods, and the Air Force does 

wish to disturb the status quo of its military transport sources. To do 
of these things is to let the bars down to wide open free enterprise with 
nskeds out of the doghouse. Which in turn means the rapid development of 
subsidy-free airfreight industry. Not so good for what amounts to a trans- 
rtation cartel but mighty good medicine for anemic national defense transport. 

\ brash statement? If you think so, read the reports of hearings before the 

int Congressional Aviation Policy Committee, the President’s Finletter Com- 

ttee, and the record of recent hearings before committees of Congress bearing 
pon separation of mail pay and subsidy to the airlines and you will see what 
[ mean and why it would be hopeless to expect encouragement in those areas. 

Hopeless because the airlines have become so involved in a vicious spiral 
f competitive speed and luxury for 5 percent of the potential traveling public 
they have forgotten the other 95 percent who simply will not use air travel 

til they see more evidence that safety takes precedence over glamor, that 
ficient aircraft have done away with re-re-confirmations and that some- 
ing approaching railroad scheduling is available. You can get none of this, 
‘national defense transport, at $2 and $3 million per airplane. The whole 
isiness has simply outsped its customers. Time was when this country needed 
rood 5-cent cigar. Something comparable in air transportation is our present 
ed. 

Nor will you get encouragement from the manufacturers. They are so swamped 

th military business they can do no better than revamp the offspring of a 

mber granddaddy and give it a new model number. Why should they en- 

irage diversion of crowded floor and drafting board space to new designs 
ien the old are doing all right by them? After all, their objectives parallel 
ose of the scheduled airlines. 

‘he Air Force? They like the granddaddies of their airplanes also. Time 

is when any effort to get a commercial cargo aircraft recognized for develop- 

ent and purchase off the shelf was met with the statement that military ap- 
opriations were so small only combat aircraft could be provided. Even after 
Curtiss-Wirght spent $174 million of their own money on such an airplane, the 
W-32, the Air Force still refused to assist, the current alibi is they have com- 
itments they must carry through. Commitments responsible Army authorities 
te frankly have stated they do not want to accept but must since the Air 
orce is their designated procurement agency for such equipment. Part of the 
ification, you know. Time was when the Army bought machineguns for the 
\ir Corps. The fact that they would not function at altitude was just too 
bad. Now the shoe is on the other foot. 

What this all adds up to is we do not now have an air transport system capable 
if meeting the demands of war in the far corners of the earth where we certainly 
want to keep it, nor are we likely to develop such a system unless we make an 
entirely new approach to the problem. Again we nominate a healthy competitive 
subsidy-free air freight industry as most likely to succeed in developing such a 
system. Sure, the independents as well as the “Dependents” are carrying a large 
volume of freight. But not enough and if the present restrictive policies are 
dhered to it will never be enough to create a real industry capable of produc- 
ing what it will take to export war. Only through volume operations in peace- 
time can the systems, methods, and equipments be developed that were wanting 
and so sorely needed at the beginning of the Russian blockade of Berlin. 

Transport operations and military operations are quite different. Military 
operations are preplanned precise one-shot affairs. Transport operations are 
ontinuous scheduled patterns. In congested emergency areas there can be 
no holding off. You go in first shot or the airplane snapping at your tail takes 
your spot, or on occasion your tail. The Berlin Airlift proved this. The Hump 
was a different story only because of the lack of aircraft. Next time there won't 
be any lack of aircraft. If we are not there with an organized trained airlift 
we won't be there at all. We'll be back of the barricades on Main Street. 
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The sudden incidence of another emergency such as required the Berlin Air- 
lift will come about only if Russia sees her way clear to block the operating 
procedures that defeated her the last time. 

While present-day freight operations are comparatively small they have 
clearly proven the case for subsidy-free enterprise in the air. The Korean war, 
and it is a war, would have fallen flat long ago but for these air carriers. Why 
not make it official? Why continue this morganatic marriage of vested interests 
when a perfectly legal aboveboard union of military necessity and domestic 
free enterprise lies at hand? 


It is foolhardy to say the least for us to continue to envisage the conversion 
of luxury liners to airfreighters in the face of emergency. There are not a sig 
nificant number of them in existence in the first place and what few there are 
will be desperately needed in their present functions. Besides, as was recently 
said at a technical meeting, a Cadillac makes a mighty poor fertilizer spreader 
and having been used for one once, it is not much good for anything else there- 
after. Likewise this business of compelling our pioneering freight operators 
to use castoff military or outmoded commercial aircraft because no one has 
been able to come out with a true airfreighter designed from the wheels up as 
such, is one sure way to prevent the creation of a transport system of real value 
in modern all-out war.’ 

The CuarrmMan. The next witness will be Mr. Howard Hunt, Air 
Transport Associates. 


STATEMENT OF HOWARD J. HUNT, SECRETARY-TREASURER, AIR 
TRANSPORT ASSOCIATES, INC., ANCHORAGE, ALASKA 


Mr. Hunt. My name is Howard Hunt, and I am the secretary- 
treasurer of Air Transport Associates, and the Alaska manager. 

The Cuarrman. You are the Alaska manager of the association ? 

Mr. Hunt. No; of Air Transport Associates, the large irregular air 
carrier that flies between Seattle and Alaska. We have just recently 
been put out of business. To be exact, it was April 24. 

The CuHarmman. How many planes did that involve that were put 
out of business ? 

Mr. Hunt. Four; four C—46’s. 

The Cuarrman. And how many individuals were involved in that 
operation ¢ 

Mr. Hunr. There are approximately 125 people that are unem- 
ployed as a result of this revocation order. 

The Crarmman. You mean there were 125 people that were en- 
gaged either in servicing, flying, or in the management of that opera- 
tion ? 

Mr. Hunr. That is correct, sir. A lot of people dependent upon 
ATA for ground services and whatnot were also put out of business 
as a result of this revocation order. 

The Carman. And you have been hauling, flying what type of 
service t 

Mr. Henvr. We specialized in freight and passengers, low-cost 
freight and low-cost passenger service to Alaska. 

The Cuatrman. How many years had you been in operation ? 

Mr. Hunt. Since 1948. 

The Cuatrman. And practically the same pilots were flying as had 
been flying? 

Mr. Hunv. Yes,sir. A lot of our pilots are pilots that flew for other 
nonscheduled airlines to Alaska, that were put out of business by the 
Civil Aeronautics Board. 


1 EpiTor’s NOTE.—The design of such freighters will be discussed in our next issue. 
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Phe CuairmMan. Did you have any financial difficulties ? 
Mr. Hunt. No. We have had some, but we always managed. 
The CuHarrmMan. Of course, we all have troubles. What, in your 

‘inion, brought about the revecation of your operations? 

Mr. Hunr. We served Alaska too well, that is all, too much service 
too well. There was a demand for our service. We ran it, we ran 
lhatever service Alaska’s people demanded that we run. If they de- 
inded 3 planeloads 1 day, why we ran 3 planeloads, and we were 
only filling their needs. 

The Crramman. You were flying between what cities? 

Mr. Hunt. Seattle, Anchorage and Fairbanks in Alaska. 

Che CuarrMan. Those three 

Mr. Hunt. Yes, sir. 

The CuarrMan. Seattle was your contact here in the States, and 
Fairbanks and Anchorage were your destinations in Alaska? 

Mr. Hunvr. That is correct, sir. 

The Cratrman. And you would pick up either a passenger load or 
you would pick up freight, or you might have some freight and some 
passengers. When were you denied the right to service that area ? 

Mr. Hunt. At 12:01 April 24 was the death day for Air Transport 
(ssociates. 

The CratrMan. And you had been flying ever since 1948? 

Mr. Hunt. That is correct, sir. In 1951 our first revocation order 
came out, but it was stayed effectively through the court of appeals, 

nd finally in the United States Supreme Court, but we finally ran 
out of these 30-day stays. 

The Cuarrman. What other planes were flying practically the same 
schedule ¢ 

Mr. Hunt. Are you referring to scheduled carriers ? 

The CHatrman. Yes, sir. I should have stated it a little differently. 
I should have said what scheduled carriers were flying in that same 
area ¢ 

Mr. Hunr. Before I answer, will you permit me to sit down? 

The Cratreman. Oh, I expected you to sit down. I am sorry, sir. 
I just thought that you were standing up for reasons of your own. 
You may certainly be seated. 

Mr. Hunr. You have flying to Anchorage, Alaska, Pacific Northern 
\irlines and Northwest Airlines giving the direct service. Alaska 
Airlines also gives service to Anchorage by way of Fairbanks, and as 
to the Fairbanks area, you have Pan American World Airways and 
\laska Airlines. 

The CuatrrMan. Were they in existence when you commenced to fly ? 

Mr. Hunr. Yes, sir. t 

The Cuarrman. And did you charge the same rates as they were 
charging ¢ 

Mr. Hunr. No, sir. We have been generally lower in fares than 
they have, particularly in passenger fares, and we have better freight 
rates than they have. 

The Cuarrman. And did you fly each and every week? 

Mr. Hunt. We flew as often as Alaskans wanted us to move some- 
thing. We tried to comply with this frequency and regularity, and 
have for 18 months. We have complied with it by watching our de- 
partures so as not to fly 2 Mondays in a row, 2 Tuesdays in a row. 
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Frankly, it took 1 man all his time to schedule these flights so they 
would be in compliance. 


The Cuarrman. Did you ever apply for a regular schedule carriers’ 
license ¢ 

Mr. Hunv. Yes, sir, we have. We applied in 1949. We entered the 
Alaska field relatively new. There were other nonskeds before us. 

The Cuamman. Did you have any difficulties with the nonschedules 
that were operating there when you came in? 

Mr. Hunt. No, sir. We ran a very clean efficient operation. <A lot 
of them were put out of business because of our competition, but most 
of them were put out of business because of the Civil Aeronautics 
Board actions against them. 

The Cuarman. Do you have any other statements you wish to 
make ? 

Mr. Hunt. Yes, sir, I have. 

The Cuarrman. You may proceed. 

Mr. Hunt. I am just a simple Iowa farm boy, whom Uncle Sam 
taught to fly during World War II, and like a lot of other veterans, 
we organized veteran airlines. We saw an opportunity in it and we 
went ahead, but now after working 5 years to build up a legitimate 
business in Alaska that was encouraged by the same Government I 
fought for, I now find I am prevented from continuing in business 
because an agency called the Civil Aeronautics Board says that it’s a 
crime for me to compete with their pet carriers. If the boys in Korea 
felt the shock of this injustice as I do, they would believe as I do, that 
they were fighting for a bunch of bureaucrats and not the free United 
States. 

We chose Alaska as our operation because it was the last frontier 
and stood on the threshold of a large development. I went to the 
territory 5 years ago just to organize the Alaska operation, and I have 
been there ever since. 

I never did get the job done to my satisfaction. I have gone sour 
and I have no dough, so I guess I am a true sourdough. 

I live in Alaska and I know their problems. ATA’s complete oper- 
ation was built on the demands and needs of the territory. Whatever 
service Alaskans have asked us for, we have complied with. Ours has 
been a personal one. People have come to me and said “Mike, how can 
I move this?” And I have given them an honest answer. 

We have developed special techniques for handling perishables, 
especially insulated and heated trucks for the delivery of perishables 
in 40-below weather. Our arrivals are planned for early morning so 
that produce may be sold that day. ; 

We pay off any damage claims immediately so as not to cause any 
undue hardship on a small-business man. Our service has become the 
standard of the industry, and as our competitors have found out, one 
of the chief complaints they hear is “Why don’t they do it like ATA 
does” ? 

Seventy-five percent of the people of Alaska today, if they had their 
choice, would say, “Please ship it ATA.” Alaskans are very fearful 
of what will happen to their freight rates and passenger fares now 
ot -" competition has been throttled by the Civil Aeronautics 
oara, 


The Cuarrman. Are there any others left flying nonskeds? 
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Mr. Hunt. There are no other nonskeds that are giving service at 
stime. At this time we were serving, General Airways was giving 
<ervice from Portland, but they too have now diverted their equip- 
t to CAM operations and are not doing any more flights to Alaska. 
lhe Cuarrman. What do you mean by “CAM operations?” 

Mr. Hunt. The commercial air movement for the Defense Depart- 
ment. 

Che Cuarrman. Did they have to turn to that, or was it their own 
choice to turn to that ? 

Mr. Hunr. It could have been both. It could have been their 
hoice in order not to have their letter of registration jerked by the 
(AB for flying too frequently. 

It is very hard for a carrier that owns three airplanes to operate in 

mpliance, because the regulations as prescribed by the Board only 

ow work for about half an airplane, and what is the guy going to do 
with the other two and a half airplanes that he has sitting on the 

und? I would say that was probably a combination of both that 
General Airways decided to operate on CAM’s. 

[he CHarrman. When you commenced your ‘operations then you 
were competitive to the nonschedules that were in existence there ‘ 

Mr. Hunt. When we started our operation, that is correct. 

The Cuarrman. And you caused them to lay up some of their plans, 

[ right in understanding your statement to be that ? 

Mr. Hunt. We forced some of the DC-3 operators out of business 
because the equipment we operated was much more efficient than a 
Dc-3. A DC-3 is about half the size of a C-46, and the more efficient 
\irplane would naturally be lower rates, lower than they could afford 

lower them to. 

(he CHarmman. So somebody died because of your operation / 

Mr. Hun. Well, that is correct. I mean something that is ineffi- 

ent and can’t compete deserves to die. That is just the way America 
operates, freedom of competition. 

lor instance, if you are trucking and you have got an old clunker, 
ind somebody buys a new one, you are going to have to buy a new truck 
(oo, or you are not going to be able to compete with the other trucker. 
You have got to have the more efficient equipment in order to compete 

th your competitors. 

The CuHarrman. You may proceed with your statement, sir. 

Mr. Hunr. I was talking about rates. ‘The rate trend is already 
ip and I am surprised that a Mr. Fitzgerald, who heads the Civil 
\eronautiecs Board in Alaska, that you had before you here a few 
veeks back, did not tell you about it. The truth is, sir, Alaskans do 
not even know this gentleman. In fact the first time they saw him 
was last year when Joe Adams of the Civil Aeronautics Board was 
out looking for facts, accompanied by Fitzgerald, and the local people 
really burned him. He went on and off like a red neon. 

Mr. Fitzgerald did not give you the facts on freight rates nor did 
he give you the true picture on Ocean Van Lines service to Anchorage 
ind Fairbanks. The scheduled airline rates are generally higher 
than those of ATA since we have gone out of business and Northwest 
\irlines has increased their perishable rate to 18 cents. 

The Cuatrman. What were your rates? 
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Mr. Hunr. Our rate on perishables was 17. We had a special 
commodity rate for meat and eggs of 16, and we hauled dry freight 
for 15. Northwest Airlines’ new rates are 18 cents for perishables 
and 17 cents for dry freight. 

An Alaskan that has been buying eggs from ATA, that came in 
ATA, if he is now buying them over Northwest Airlines will find 
that he will have to pay 4 or 5 cents more per dozen. Our egg rates 
were 16 cents a pound. If he now have to pay 18, a carton of eggs 
weighs approximately 2 pounds and that add 4 cents to that dozen 
eggs, and if he marks up his freight rate any, he will probably charge 
5 cents extra. 

The Cuarrman. What was the other nonscheduled line hauling this 
freight for when you came in? 

Mr. Hunv. When we came into the picture the largest nonsked 
operating was Alaska Adaline. and at that time the rate had gone 
down to 15 cents a pound. 

The Cuairman. You mean at the time you commenced to haul, « 
was that the existing rate when you came in? 

Mr. Hunr. That is the rate when we came in. We weren't one of 
the very first pioneers, in fact we came to the field a little late, but 
Alaska Airlines was the biggest nonscheduled airline operation in 
the Territory, and they were the first people that we competed with. 
There were other nonskeds, but I am mentioning the chief competitor. 

The Cuarrman. All right, sir, you may proceed. 

Mr. Hunr. Ocean Van Lines, which operates on ocean-tow service 
to Anchorage and Fairbanks, recently went bankrupt. It had an 
eight-an-a-half-cent rate to Anchorage for. controlled refrigeration of 
perishables. 

Mr. Fitzgerald put a lot of weight on this Ocean Van Lines servic 
but can you imagine an ocean-going tramp competing with an air 
plane? It does not and it never will. Speed is the airplane’s stock 
in trade, and I doubt very seriously that trucks shall ever have that 
speed. It is ridiculous to think that surface transportation, howeve1 
efficient, will ever replace low-cost air cargo service to Alaska. It is 
only a smoke screen put out by Fitzger ald to conceal the facts con 
cerning the termination of ATA’s cargo service ordered by the Civil 
Aeronautics Board. 

ATA has not carried air freight since March 15 of 1953. For that 
reason the scheduled airlines increased their service. Also, the in 
erease in air-cargo transportation is a seasonal increase. It comes 
every year at this time, and not because Ocean Van Line goes belly up. 

You can see from the rate structure that Alaskans are already 
paying more for air freight whether they like it or not and they expect 
it to go higher. Without the competition it is bound to go higher. 
They can charge anything they want. They get together, have a 
little huddle, and say, “Let’s raise the rate a cent or 2 cents.” 

The Cuatrrman. Wouldn't a Federal agency have control over that / 

Mr. Hunr. That is right. They have to file their tariff with the 
Civil Aeronautics Board. 

The CuarrMan. They can’t get their heads together ? 

ef Hunt. ATA has been contacted by scheduled airlines several 
tims to raise rates, but we have no part of a scheme to gouge Alaskans 
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for higher rates. They have their little huddles and try to figure 
out how much they can charge, and then they present it to the Civil 
Aeronautics Board for approval. 

The CuarrMan. But that Board has to make the final decision as 
o whether those rates are permissible. 

Mr. Hunt. Don’t you think maybe the Board doesn’t like to have 
too much competition amongst their scheduled carriers ? 

Phe CHarrMan. You are not accusing the Board of anything, are 


vou 

Mr. Hunt. No; I am not accusing the Board of anything. I am 
just saying it eliminates their problems if everybody charges the 
same, because they don’t have the arguments between them and they 
are 1n the middle of it. 

Sir, the CAB in carrying out the execution of ATA has completed 
a transportation monopoly. Alaskans can use scheduled airlines or 


The bureaucracy that Congress has created has become stronger than 
the elected body that created it, and left unchallenged, this bureau- 
cracy in joint conspiracy with the scheduled airlines, it will destroy 
CO plete the so-called irregular airlines. 

s proof, the last surviving air transportation service to Alaska 
de operates in free enterprise without subsidy has just been de- 
stroyed. I would like to show you the chart that put us out of busi- 
ness. We were put out of business on a violation in 1949. This is a 
calendar and the numbers are filled in which are days that we ran 
flights, 
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Now to the average layman that looks pretty irregular, but you see 
a lot of blank spots there, and all these red lines here are breaks in 
service of 7 days or more, but that is a frequency violation according 
to the Civil Aeronautics Board, and that is what we were convicted on 
in 1949. 

Mr. Pepper. Mr. Chairman, would you let him call them off so the 
record will show the dates because the calendar won’t be in the record ? 

Mr. Hunt. I will give the reporter a calendar for the record. . I 
have got a little one here. 
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The Cuarrman. You might read some of that, because we have the 
chart before us and we can see it, but unfortunately the man that reads 
the record will not have the chart before him as we have it, and there- 
fore it would be well to read those things. 

Mr. Hunt. I might say that March, April, May, June, and July we 
didn’t yet know what frequency and regularity were all about. We 
were trying to figure it out, and there are some violations here. For 
instance, in May on the 2d, a Monday, and on the 9th, a Monday, and 
on the 16th, a Monday. 

The Cuairman,. That is the calendar year of 1949? 

Mr. Hunt. 1949. That was a violation there. Whether they chose 
that one to put us out of business in, I don’t know but we ran three 
Mondays in a row and we shouldn’t have done it. 

Mr. Pepper. Why don’t you start from January and just run 
through the calendar? 

Mr. Hunt. I don’t like to waste a lot of time and I don’t think it is 
necessary, but in August we started knowing what was going on and 
we in August started breaking up our service. 

We slipped up there. We ran two Wednesdays in a row. Maybe 
there was some weather or something and we couldn’t get the airplane 
out on Thursday. Weather does not give you an excuse for violating, 
nor if the airplane has mechanical trouble. That is not an excuse. 
You just can’t operate 2 Mondays in a row or 2 Tuesdays in a row, 
It has been a problem with us to try to operate in compliance, but we 
have operated in compliance for 18 months, and it has taken 1 man 
all his time to schedule those trips so that he wouldn’t be operating 2 
Mondays in a row or 2 Tuesdays in a row, and while you are doing 
all of that you have still got to maintain your business, because it is the 
Alaskans that are paying for that transport: ition, and these odd sched- 
ules made it very difficult for us to maintain our business on a high 

level that we would like to have had it. 

I will give you this chart. It is a duplication of that one that has 
both southbound and northbound schedules of Air Transport 
Associates. 

The CrHarrman. The chart will be printed and become a part of 
the record so that those who read the record will have the opportunity 
of seeing what we have seen on the chart. 

Mr. Hunt. This is a southbound chart which is similar to a north- 
bound chart. 

The CHAIRMAN. Does that complete your statement, Mr. Hunt? 

Mr. Hunt. No, sir, I have quite a few more things to say. I will 
try to Social so it will not take up too much time. 

The Crarrman. We have two more gentlemen that we will try to 
hear. We have already heard the bell that informs us that the Senate 
has reconvened. 

Mr. Hunr. The CAB is being very nearsighted when they say 
Alaska has enough air service. What Alaskans are saying is “At 
what price?” There was plenty of air transportation at 68 cents a 
pound as early as 1946. I would like to give you at this time the 
Alaska Development Board’s Biennial Report charting the progress 


of Alaska. It is a very comprehensive book on Alaska, and I sure hope 
you can read it. 
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I would also like to give you a copy of my letter to our attorney 
instructing him as to why Alaska needed more air service. 
The Cuarrman. If you would like, that letter could be incorporated 
in the record. 
Mr. Hunt. I would like it to be, sir. 
The Cxamman, All right, it will be incorporated in the record. 
The letter referred to is as follows :) 


ANCHORAGE, ALASKA, March 19, 1953. 
WARREN E. MILLER, 
Washington 6, D. C. 

DreAR Mr. MILieR: Enclosed you will find various commercial economic reports, 
newspaper clippings, photographs, ete., that I have gathered from the Alaskan 
Development Board in Juneau, the Anchorage Chamber of Commerce, the De- 
partment of Interior, Washington, D. C., and various other sources. 

\ letter I received from the Alaska Development Board dated March 16, 1953, 
\dvised me that Mr. Heacock had been in touch with them and had made arrange- 
ments to obtain 60 copies of their biannual report to use as exhibits in the 
certificate case. 

The main thing at issue, which we must prove very soon, is why does Alaska 
need additional air service and another certificated air carrier? A study of these 
reports and statistics answers this question because all reveal one thing; that 
Alaska has made tremendous progress in past years and now stands on the 
threshold of a development so large and so enormous that only a few can realize 
at this time how fabulous it will be. One of the main keys to all of this 
development is the need for low-cost passenger and air freight transportation. 
One of the most positive measurements of growth is population, which in Alaska 
has increased 77.4 percent since the last census. 

One of the questions that is always asked is “What is going to happen to 
Alaska if defense construction is leveled off?” A comprehensive economic study 
by the Alaska Development Board, an official agency of the Territory of Alaska, 
indicates that Alaska will continue to grow rapidly both in population and 
ndustry. Resources present in Alaska will provide the basis for a healthy, 
industrial economy. 

Fishing is a $100 million per year industry in Alaska. Over 80 percent of the 
United States salmon pack is canned in more than a hundred canneries employ- 
ng at least 32,000 workers. This industry now forms the basis for Alaska’s 
wealth and is an important source of revenue. 

The exploration of fish and wildlife services have revealed the possibilities 
of many new enterprises which include cod, shrimp, sole, king crab, clams, and 
oysters. Again the key to this development is low-cost air transportation which 
can transport these products as a back haul to the West and Midwest States 
for an available and eager market. This development could reduce transpor- 
tation costs tremendously because of back-haul revenue it would give the carrier. 

The greatest potential industry of Alaska is mining, which in 1952 amounted 

over $20 million. Future prospects for greater yields are supported by recent 
liscoveries of important oil fields in the Katalla and Yakataga areas. Many 
other oil explorations are under way which can lead to large industrial develop- 
ment. There are plans for the construction of a $700 million aluminum-produc- 
tion plant in the Skagway area by the Aluminum Co. of America, which will 
employ 4,000 men. There are developments of tungsten and antimony deposits 
near Fairbanks; copper near Nebesna; lead, zinc, and other minerals adjacent 
to the rail belt: quicksilver and others in the Kuskokwin region. Potentials 
of mineral developments in the Territory are almost limitless and a strong factor 

f their realization will be adequate low-cost air transportation. 

One of the untapped resources in Alaska are its forest products—saw timber, 
plywood, and pulp. Over 78 billion board feet exist in the Tongass National 
Forest alone. Recent developments in this industry include the construction 
of a $46 million pulp mill at Ketchikan (Alaska’s first) with a daily output of 
525 tons. Expansion of the present plywood production for Juneau is also 
planned. Production of pulp mills in that area is also expected within the next 
few years. This industry will bring employment to many thousands of Alaskans. 

Agriculture is now beginning to develop rapidly in the Territory, particularly 





164 FUTURE OF IRREGULAR AIRLINES 


in small grains and dairying. Alaska has the potential to supply the wheat 
for bread to feed 1 million people per year. The University of Alaska at Fair 
banks has done much to develop suitable crops for Alaska. The Territory has 
nillions of acres of potential farmland which someday shall be developed by 
homesteaders who are now rushing to Alaska. Again the key to its develop 
ment is transportation, which must be low cost and adequate. 

These are only a few of the many developments taking place in Alaska. I think 
you will find enough facts submitted in these economic reports to draw out what 
ever points you think strongest for use in obtaining a certificate. There is no 
more need for luxury transportation, which is considered adequate. The pri 
mary need is for combination service of low-cost passenger and freight service. 
Reliability of boat service in past years has indicated, by the enclosed clippings 
and witnesses at the Northwest tariff case, that it cannot be depended upon fo: 
shipment of perishables and rush dry-good items. The airplane shall always 
supply this need. 

As far as witnesses are concerned, it will be possible to get just about anyone 
you desire. We could use witnesses we used at Portland. We could get John 
Asplund, Del Bailey, and in addition we can also ask Thomas Strachen, veteran 
commander of the VF'W in Alaska. There are thousands of business people, 
professional people, and citizens who will testify for us in the need for more 
low-cost air service, such as ATA has provided in the past. If some of these 
hearings can be held in Alaska, which the local CAB and the Chamber of Com 
merce have petitioned the Board to do so, we should have some very powerful 
and convincing testimony. 

I had previously taken photographs of our assets in Anchorage and Fairbanks 
and have shown them to you. If these are not satisfactory I can take more and 
forward them to you, in addition to those enclosed. 

The weakest part of this case for us will be our ability to show financial 
strength enough to procure the necessary equipment and to operate the route for 
which we have applied. As you know, we lost considerable money last year in 
our global expansion, which has jeopardized our position in Alaska very 
precariously. 

You will find some very interesting reading in the Alaska Development Board's 
report by Ralph Browne pertaining to nonscheds enclosed. This document gives 
a lot of good statistics on the rapid increase of passenger and air freight service 
to Alaska. 

This is about all the material I have at this time to send you. I previously 
sent you the prospectus of the district engineers for defense construction in 
Alaska for 1953 in addition to other assorted articles. 

Sincerely yours, 
Arr TRANSPORT ASSOCIATES, INC., 
Howarp J. Hunt, 
Alaskan Manager. 


Mr. Hunt. Here are some statistics, a summary of ATA’s operating 
record to Alaska. There are some pretty big figures there. I would 
like to make that part of the record. 

The CuarrMan. It will be printed in the record. 

(The document above referred to is as follows :) 
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Air Transport Associates, Inc-——Summary of operating statistics 


Num- | 
Revenue} Revenue| Total Total | ber of |Tonsof| Revenue | Revenue 
aircraft-| aircraft-| aircraft-| aircraft-| revenue | revenue) passenger-| ton-miles 
hours miles hours miles | passen-| cargo miles cargo 

| gers 


-— —_—— ra aye a 


ear 1948: 
3d quarter 1948 162 48, 799 6 53, 497) » 120, 092 
4th quarter 1948 450 84, 320 Si, 612) 576 ’ ; 210, 918 





Total, 1948_......- 612 133,119} 66 141, mi} 576| 216. 62) 7,099} 331, 010 
ar 1949: | | | 
ist quarter 1949___-_. 318 61, 162 62, 047) 530} 67.47) 894,931) 109, 068 
2d quarter 1949 899 163, 202} 933 168, 222| 1,968} 122.07} 3,091,672} 196, 228 
3d quarter 1949 , 141 212, 757| 1, 215, 401 2,502} 206.50} 3,918,184) 326, 274 
4th quarter 1949. _. , 110 195, 519] 1, 18% 203, 801 2,031) 244 67) 3, 228, 502| 391, 502 





Total, 1949 , 468 632, 640) 3, 6 649, 471) 7, 031) 640. 71) i, 133, 289 1, 023, 072 





Year 1950: Na 
ist quarter 1950 555 | 99,203] 99, 203! or) 114 | 1,496,046] 184. 344% 
od quarter 1950.......| 1,304 | 245, 75] 1,3: 246,365, 2,589] 251.50] 4,152, 661] 400, 231 
3d quarter 1950._.....| 1,352 | 257, 057| 1,43 267,958] 3,050] 260.50| 5.577.716} 426,915 
ath quarter 1950--°---| 1, 498 5, 568) 1, 56: 295, 359| 3, 85 340. 50} 5, 710, 353] 564, 703 
Total, 1950 7089 887, 603] 4, | 908, 885) 10, 385) 966. 50) 16, 936, 7761, 576, 1984 





wr 195171 

ist quarter 1951__...-.| 1,561. | 316, 224| salty 317. 50| 4, 776, 103 
2d quarter 1951 |} 2,304% 458 412 2) 686% 532, 383) 5,686; 446 | 9, 663, 468 
3d quarter 1951 _ -- | 2,691 | 529, 382 3, 047 600, 902 , 606) 519.90) 12, 337, 979)1, 
4th quarter 1951 --| 2,926 560, 918) 3, 120 591, 412 , 371) 297. 50) 15, 476, 719 





Total, 1951 _..--| 9, 68214/1, 850, 407 10, 50 |2, 040, 921] , 754, 580. 90 42, 254, 269 





Year 1952: | | 

Ist quarter 1952.._..._| 2,587 | 503,200) 2,882 557, 368) 5, 680) 196.5 | 13,044, 435) 
2d quarter 1952.......| 3,403 | 669, 134) 3,845 746, 923) 3, 902) 409.5 | 16, 012, 517| 667, 694 
3d quarter 1952 bie 3, 33044) 639, 604) 3, 496 665, 860 . 551) 417.5 | 17, 699,691) 642, 387 
4th quarter 1952 | 2,799 | 505,859) 3,071.5 548, 288 7 O17 271. 75) 13, 604,611) 389, 069 











Total, 1952 12, 11944 2, 317, 797 13, 204. 5 |2, 518, 439 83, 750 1, 295. 22 60, 361, 254 i, 990, 600 


; | 30, "301 15, 821, , 566,32, 958. 75 6, 258, § 827| %6,: 496 4, 699. 95) 131, 682, 687 7, 230, 32544 
| | | 





Mr. Hunt. Here is an excerpt from a report by Ralph Browne of 
the Alaska Development Board concerning nonscheduled airlines. 
The CuairmaNn. It also will be printed in the record. 
(The document above referred to is as follows :) 


Excerpt From THE ANCHORAGE Report By RALPH BROWNE OF THE ALASKA 
DEVELOPMENT Boarp CONCERNING NONSCHEDULED AIRLINES 


Complete traffic figures covering activities of nonscheduled airlines were not 
available for inclusion herein. If is known, however, that one of the principal 
operators, flying between United States points and Anchorage, carried 4,500 
passengers in 1949, 9,200 in 1950, and 13,440 during the first 8 months of 1951. 
Freight shipments amounted to 1,440,000, 2,804,000, and 3,702,000 pounds, re- 
spectively. These figures appear to demonstrate not only public acceptance but 
also a need which exists for this type of service. 

Recognition is given here to nonscheduled airlines, which have provided both 
adequate service and attractive rates, thus stimulating the development of the 
aviation industry in Alaska to its present high level through the generation of 
greater movements of passengers and cargo. It is a matter of record that low- 
cost fares and freight rates offered by the nonscheduled airlines resulted in sub- 
sequent rate reductions by the scheduled lines, including improved service on 
United States-Alaska routes. 

In a sense, rate reductions brought air transportation direct into Anchorage 
homes since it became economically possible for local merchants to bring in 
by plane large volumes of meat, fresh produce, and other perishable and essen- 
tial commodities. 
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The nonscheduled operators, however, are considered by some to be the black 
sheep among members of the aviation industry. Harassed by scheduled lines, 
the Civil Aeronautics Board in Washington and others, many of the operators 
have been forced out of business. Government hearings upon hearings have been 
held, but the problem, what to do with the nonscheduled, still is far from solutio: 
Many Alaskans feel it is another example of a long list of inadequacies of long- 
distance Government administration which the Territory has experienced to its 
detriment over the years. 

Arguments presented in the scheduled-nonscheduled airline controversy have 
been repeated so often in Alaska that it hardly is necessary to repeat them here 
CAB oflicials headquartered in the Territory frankly admit personally that the 
nonscheduled operator has a definite place in Alaska’s aviation industry and 
should be permitted to operate. Anchorageites, who have received more benefits 
than other citizens of the Territory, with the possible exception of Fairbanksans, 
for the most part strongly support the stand of the nonscheduled airlines. The 
question as to whether or not CAB will yield to the wishes of the publie in this 
matter remains to be answered. 


Mr. Hunv. Here is House Memorial No. 7, which was passed in the 
legislature at Juneau this year supporting irregular airlines, In fact, 
they pass them every year, and this is the current one. 

The Cuarrman. That also will be printed in the record. 

(The document above referred to is as follows :) 


{In the House by Committee on Transportation] 


COMMITTEE SUBSTITUTE FOR HOUSE MEMORIAL No. 7 IN THE LEGISLATURE OF THI 
TERRITORY OF ALASKA, 21ST SESSION 


To the Honorable Dwight D. Hisenhower, President of the United States; to the 
Honorable Douglas McKay, Secretary of the Interior; Senator Edward J. 
Thye, chairman of the Senate Small Business Committee; Senator Charles 
W. Tobey, chairman of the Senate Interstate and Foreign Commerce Com 
mittee; and the members of the Civil Aeronautics Board: 

Your memorialist, the House of Representatives of the Territory of Alaska, in 
2ist session assembled, respectfully represents : 

Whereas nonscheduled airlines fiying to and within the Territory of Alaska 
provide a vital and necessary service to the growth and well-being of the Terri- 
tory: and 

Whereas alternative means of transportation common in the States, such as 
railroad and truck lines either do not exist in Alaska or serve only limited 
areas; and 

Whereas nonscheduled airlines first proved the possibility of air freight to 
Alaska with resulting lower rates; and 

Whereas the President of the United States, in the light of long-range require- 
ments and planning, in May 1951, requested the Civil Aeronautics Board to 
initiate and carry forward to completion as promptly as possible a study to 
develop a proposed plan for the continuance of air-transport service to Alaska of 
the character and extent needed to meet the requirements of Alaska and of the 
national interest; and he further requested that the study be completed in time 
to be used effectively in considering the question of extension or renewal of 
certificates for United States-Alaska service; and 

Whereas hearings are presently scheduled for the purpose of taking testimony 
before the Civil Aeronautics Board, beginning June 15, 1953, in what is known 
as the United States-Alaska case, in which several independent air carriers have 
applications pending for approval by the Board: and 

Whereas the Civil Aeronautics Board has initiated and is conducting an inves- 
tigation for the purpose of determining whether there is a need for air-transporta- 
tion services by the nonscheduled carriers and, if so, what type of service would 
be best adapted to the performance of the service required to meet such need, 
including geographical distribution, types of traffic to be carried, frequency and 
degree of irregularity of flights, and the public interest in these matters; and 

Whereas there was from time to time some 25 nonscheduled airlines serving 
the Territory, most of which have now ceased operations due to unreasonable 
and unnecessary restrictions imposed on their operations by the Civil Aeronautics 
Board; and 
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Whereas the greater part of all nonscheduled carriers in Alaska have had their 
operating authority revoked by the Civil Aeronautics Board and can continue 
ts operations only if the Supreme Court of the United States decides early in 
Mareh to review the case; and 

Whereas it is believed that affirmative action should now be taken by this body 
to secure the continuance of these nonscheduled carriers in business: 

Now, THEREFORE, Your memorialist, the House of Representatives of the Terri- 

ry of Alaska, in 21st session assembled, respectfully urges that the Civil Aero- 
autics Board be requested to defer its revocation of the operating authority of 
iny nonscheduled air carrier doing business in Alaska until studies of the require- 
ments for air service to Alaska as directed by the President, and Board’s investi- 

ion of the need for transportation to Alaska by irregular air carriers has been 
mpleted; and that the Civil Aeronautics Board be advised of the urgent neces- 

y of maintaining services provided by the nonscheduled airlines to the Terri- 
ory of Alaska; and 

Your memorialist will every pray. 

Passed by the House Mareh 26, 1953. 

GEORGE J. MISCOVICH, 
Speaker of the House 


MARGARET GRISHAM, 
Chief Clerk of the House 
Approved by the Governor - —, 1953. 
, Governor of Alaska. 
| hereby certify that the above and foregoing constitutes a full, true, and 
ect copy of committee substitute for House Memorial No. 7 as passed by the 
House of Representatives of the 21st Legislature. 
MARGARET GRISHAM, 
Chief Clerk of the House 

Mr. Hunr. Here is ac lipping from the Seattle paper where Pacific 
Northern says they are reducing fares, but I think they made a mistake. 
They should have said, “We are increasing fares.” Obviously they 
must have written this, because right here it says, “P & A also asked 
for certain increases in air-cargo rates between Northwest and Alaska.” 

The Cuatrman. Do you want that printed or are you just bringing 
it before us because you dispute the article? If you dispute the article, 
I don’t imagine there would be any object in having it printed. 

Mr. Hunr. We will just leave it there. 

After a study of these you become aware that Alaska is about to 
make a big industrial development. That is evidenced everywhere 
in the Territory. Compare Alaska to Scandinavian countries, which 
sets on approximately the same latitude. Alaska has now only 160,000 
people, but it is growing so fast it is busting its “britches” all over 

In the Scandinavian countries of the same latitude they support 
15 million people. Alaska will support many more airlines just as 

will support 15 million people. 

In the Territory of Alaska everybody has supported the so-called 
irregular airlines, the VFW on a territorial and on a national basis 
and the Legislature of Juneau, civic organizations, laborers, business- 
men. In fact, Alaskans from every walk of life have sent thousands 
of letters to your committee. 

Your committee heard volumes of testimony in 1951, including 
the Governor of Alaska, supporting our irregular service. However, 
the CAB, despite your recommendations for Alaska, has gone right 
ahead with their calculated plan to eliminate the irregular airlines 
just as the Board has followed the Goodkind report since 1948. 

Gentlemen, the only people that don’t like the irregular airlines in 
Alaska are the CAB and the scheduled airlines. If this decision were 
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left to the Alaskan people, the decision would be unanimous for the 
independent airlines. As one editorial read : 

The closure of ATA will be a decided loss to this community. It appears there 
might be some merit to revamping of CAB regulations so that rules of safety 
will be maintained but which will not discourage and kill good American free 
enterprise. 

Alaskans need more air transportation on all economic levels, and it 
is morally wrong for an agency of the Federal Government to decree 
that all Alaskans shall be forced to pay the same price for their air 
transportation, regardless of their income or their personal desires. 

The action of the CAB is another step in the campaign to put 
Alaska on ice for another decade or two. Pioneering and the rewards 
of the frontier certainly are dead and the spoils now go to the boys 
with the best pipeline into the Federal Treasury. 

Gentlemen, look at your map. Alaska is an island, surrounded by 
oceans, wilderness. In the case of an enemy attack, shipping by true k 
and water is easily knocked out and your only supply line is by air. 
And I am sure that if Uncle Joe were alive today, he would be very 
happy to know that the CAB had killed another “nonsked” airline 
operating into Alaska. 

Yes, ATA, the paradox. Last week we paid for our crime. 

Our crime was giving Alaskans too much service too well, a service 
they voluntarily demanded and we provided since 1948. It amounted 
to 55,000 passengers and over 12 million pounds of freight. Today 
because of the CAB, because of their action many war-veteran em- 
ployees are out of jobs. Many thousands of dollars’ worth of airport 
equipment must be sold. The Territory of Alaska has lost the services 
of our group. 

All of us war veterans, with the true pioneering spirit that has done 
what it could to settle the new frontier, unless you can do something 
for us, to rectify injustices, there is no place else we can appeal. Our 
equipment is all sitting on the ground today. Our organization is 
crumbling and I am appealing to you, sir, to keep this company to- 
gether or God help me. 

The Cuatrman. Does that complete your statement ? 

Mr. Hunr. I think it does. 

The Cuarrman. At this point in the record there will be incorpor- 
ated your written testimony along with a letter under date of March 
7, 1953, from Senator Tobey to Oswald Ryan, Chairman of the Civil 
Aeronautics Board and letter from United States Senator Henry M. 
Jackson, of the State of Washington, to Mr. Ryan. 

(The documents above referred to are as follows :) 


STATEMENT OF HowArp J. Hunt, SECRETARY-TREASURER, AIR TRANSPORT ASSO- 
CIATES, INC., ANCHORAGE, ALASKA, BEFORE THE SELECT COMMITTEE ON SMALL 
Business, UNITep STates SENATE, May 4, 1953 


Mr. Chairmen and gentlemen, my name is Howard J. Hunt. I’m just a simple 
Iowa farm boy, whom Uncle Sam taught to fly during World War II. In fact, 
I liked it so much as did a lot of other veterans that we, instead of returning 
to our plows, organized veteran airlines. We were young, ambitious, and happy 
because we had just won a war preserving freedom and equality for all. 

However, now, after working 5 years to build a legitimate business in Alaska 
that was encouraged by the same Government I fought for, I find I am stopped 
from continuing in business because an agency of the Federal Government says 
it is a crime for me to compete with its pet carriers. Gentlemen, if the boys 
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n Korea felt the shock of this injustice as I do, they would believe as I do, 
that I was fighting for bureaucracy and not the free United States. 

Alaska was chosen as our operation because it was the last frontier of the 
United States and stood on the threshhold of a large development. I went to 
the Territory 5 years ago just to organize the Alaska operation and I’ve been 
there ever since. I never did get the job done to my satisfaction. I have been 
\laska manager of Air Transport Associates, the last of several independent 
ir carriers to be put out of business by the Civil Aeronautics Board. 

We were put out of business this month, not for any reason involving safety— 
we have flown over 125 million passenger-miles without injury to any of the 
75,000 passengers we have transported—but we were put out of business because 
we filled the demand of Alaskans for low-cost cargo and passenger transporta- 
tion—put out of business by the regulation of the Civil Aeronautics Board re- 
stricting the number of flights we could make—the same regulation this com- 

ittee said in its report to be “a regulation that seems clearly unreasonable.” * 

I’ve gone sour and I have no dough so I guess I'm a true sourdough. I live in 
\laska and have lived there for the past 5 years. I know their problems. Air 
l'ransport Associates’ complete operation was built upon the demands and needs 
of the Territory. Whatever service Alaskans have asked us for we have sup- 
plied. Ours has been a personalized one. People have come to me and said 
Mike, how can I move this or that.” I’ve given them an honest answer. We've 
developed special techniques for handling perishables, specially insulated and 
heated trucks for delivery of perishables in 40 below weather. 

Our schedules are planned for early morning arrivals so the produce may be 
sold that day. We pay off any damage claims immediately so as not to cause un- 
due hardship on small-business men. Our service has become the standard of 
the industry and as our competitors have found out, one of the chief complaints 
they hear is “Why don’t you do it like ATA does?” Seventy-five percent of the 
people of Alaska, if they had their choice today, would say “Please ship ATA.” 

Alaskans are very fearful of what will happen to air freight rates and passen- 
ger fares once the competition has been throttled by the Civil Aeronautics 
Board. The rate trend is already up and I’m very surprised that Mr. Fitzgerald, 
who heads the Civil Aeronautics Board in Alaska, whom you had here a few 
weeks back did not tell you about it. The truth is, gentlemen, most Alaskans 
do not even know this gentleman. In fact, the first time they saw him was last 
year when Joe Adams of the Civil Aeronautics Board was out looking for facts 
accompanied by Fitzgerald and I'll tell you that the local people sure burned 
him. I never saw a red neon go on and off so many times so fast. 

Mr. Fitzgerald did not give you the facts on freight rates nor did he give you 
the true picture of Ocean Van Lines service to Anchorage and Fairbanks. 

Alaskan Airlines and Pan American Airways to Fairbanks has a $0.19 perish- 
able, $0.17 meat and eggs, $0.15 milk, and $0.19 dry rate. 

Northwestern Airlines to Anchorage has a $0.18 perishable, $0.17 dry rate. 

Pacific Northern Airlines to Anchorage has a $0.17 perishable, $0.15 milk and 
dry rate. 

Air Transport Associates to Anchorage and Fairbanks has a $0.17 perishable, 
$0.16 meat and eggs, $0.15 dry rate. 

Ocean Van Lines which recently went bankrupt, had an 8% cent rate to 
Anchorage for controlled refrigeration of perishables. F 

Gentlemen, can you imagine an oceangoing truck competing with an airplane? 
It does not and it never will. Speed is the airplane’s stock in trade and I doubt 
very seriously that trucks shall ever have that speed. It is ridiculous to think 
that surface transportation, however efficient, will ever replace low-cost air cargo 
service to Alaska. It is only a smoke screen put out by Fitzgerald to conceal 
the facts concerning the termination of Air Transport Associate’s cargo service 
ordered by the Civil Aeronautics Board. 

Air Transport Associates has not carried air freight since March 15 and for 
that reason the scheduled airlines increased their service. Also, the increase in 
air cargo transportation is a seasonal increase that comes every year at this 
time and not because Ocean Van Lines goes belly up. 


1 Rept. No. 540 of the Select Committee on Small Business of the U. S. Senate (82d 
Cong., Ist sess.) entitled “Report on Role of Irregular Airlines in the United States Air 
Transportation Industry” states that the record of the Civil Aeronautics Board with 
respect to irregular air carriers has been “‘confused and devious.’’ This committee stated 
it found itself “in strong disagreement with the Board’s admitted policy of banishing all 
large irregular carriers on the grounds that they are “willful violators of a regulation that 
seems clearly unreasonable.’ ” 
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You can see from the rate structure that Alaskans are already paying more for 

air produce and other fresh foods whether they like it or not. Without non- 
scheduled competition it will go higher. Air Transport Associates has been 
pressured right along by scheduled airlines to raise rates but would have no 
part of a scheme to gorge Alaskans for higher rates. 

The Civil Aeronautics Board is being very near-sighted when they say Alaska 
has enough air service. What Alaskans are saying is “At what price’? There 
was plenty of air transportation at 68 cents a pound as early as 1946. 

Gentlemen, the Civil Aeronautics Board in carrying out the execution of Air 
Transport Associates on April 24 has completed a transportation monopoly. 
Alaskans can use scheduled airlines or else. Gentlemen, the bureaucracy that 
Congress has created has become stronger than the elected body that created 
them. If left unchallenged, this bureaucracy in joint conspiracy with the 
scheduled airlines will destroy completely the iregular airline industry. As proof, 
the last surviving air transportation service to Alaska that operates in free en- 
terprise without subsidy has just been destroyed. The Civil Aeronautics Board 
takes the position that the law passed in 1938 with respect to the revocation of 
licenses to operate in air transportation relates only to the certificated air car 
riers and does not relate to the nonscheduled carriers, although the law does not 
state it is inapplicable to the nonscheduled carriers who were not in existence 
when Congress passed this legislation in 1938. The Civil Aeronautics Act re- 
quires * the issuance of a cease and desist order before that agency is authorized 
to revoke an air carrier’s operating authority. The Civil Aeronautics Board did 
not follow this procedure in our case but proceeded to summarily stop us from 
flying in the same order they decided that our operations were contrary to their 
vague and nonuderstandable regulations which this committee stated seems 
“clearly unreasonable.” 

In other words, the Board took a short circuit to revoke our operating auth- 
ority without going through the procedure required by law to first accord us the 
opportunity to adjust our operations so as to achieve compliance with the Board’s 
orders and thus enable us to keep our proberty and personnel. Instead, they 
revoked our authority in the same order and at the same time that they told us 
that what we were doing did not comply with their interpretation of their regu 
lations although there was an honest difference of opinion as to their legality 
and interpretation. In other cases the Board issued cease-and-desist orders 
and in the case of Alaska Airlines, Inc., it issued two cease-and-desist orders 
and this carrier was later awarded a certificate of public convenience and neces- 
sity to fly from the States to Alaska. Member Adams of the Civil Aeronautics 
Board filed a strong dissent to the decision of the Board to revoke our letter of 
registration and summarily stopping our operations without first issuing an 
order to us to cease and desist from doing what the Board felt was contrary to 
the regulations. He said: 

“T find no justification for taking a short cut in this case” and “The more or- 
derly procedure of issuing a cease-and-desist order, prior to considering revoca- 
tion of a letter of registration, has been followed in a majority of the cases 
handled by this Board in dealing with the problem of irregular carriers.” 

{ would like to give you at this time the Alaska Development Board’s biennial 
report. Also.an excerpt by Ralph Browne of the Alaska Development Board 
concerning nonscheduled airlines. Also my letter to our attorney advising him 
why Alaska needs more air service. This may be just cumulative evidence be- 
cause this committee, in its Report No. 540, 82d Congress, Ist session, made the 
following recommendation: 

“The Board should act promptly to relieve the hardships it is imposing on 
Alaska through its restrictions of flights from the United States. The Board 
should recognize the special need for cargo transportation to Alaska and the 
lack of alternative forms of low-cost passenger service.” 

However, the Board did not comply with the committee’s request by relieving 
the hardships it imposed through its restrictions of flights from the United 
States, although they had almost 2 years in which to do this. We feel it is time 
that the American people find out whether they can look to the Members of 



























































































































































































































































2Sec, 401 (h) of the Civil Aeronautics Act provides that the Board may revoke a 
certificate (license) for intentional failure to comply with any order or regulation issued 
nd further provides “That no such certificate shall be revoked unless the holder thereof 
fails to comply within a reasonable time to be fixed by the Authority, with an order of 
the Authority commanding obedience to the provision, or to the order (other than an order 
issued in accordance with this proviso), rule, regulation, term, condition, or limitation 
found by the Authority to have been violated.” 
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Congress they elect to represent them or whether this country is being run by 

ureaucracy. I don’t know what we can do about it and must leave it to you 
gentlemen to figure out. I am told that thousands of letters have been received 
1y this committee and the Civil Aeronautics Board from persons in Alaska mak- 
ng their individual complaints and to make this hearing complete I believe it 
should be shown how many such letters have been received, if this information 
s available. 

After a study of these exhibits that I have referred to, you become aware that 
\laska is about to make a big industrial development that is evidenced every- 
where in the Territory. Compare Alaska to the Scandinavian countries that 
support 15 million people on the same latitudes. Alaska now has only 160,000 

it is growing so fast it is busting its britches all over. Alaska will support 
any more airlines just as it will support 15 million people. 

Nonscheduled airlines really came into Alaska after World War II during 
946 when the first long maritime strike hit the Territory. It was then that 
he nonskeds really started to fly. They were about 20 in number. Rate reduc- 

ms were immediately made and the whole air transportation industry began 
crow. 

These rate reductions brought air transportation direct into Anchorage homes 
since it became economically possible for local merchants to bring in by plane 

rge volume of fresh produce, meat, and other essential commodities. It is 
matter of record that low-cost fares and freight rates offered by nonsked 
iirlines resulted in subsequent rate reductions by the scheduled lines as well as 
mproved service on United States-Alaska routes. Prices as a result of this com- 
etition have dropped from 68 cents a pound to 15 cents on freight and passenger 
fares from $185 to S60. 

Of the original 20 nonscheduled airlines who fiew States—Alaska, the last one 
hat still gave service has been ordered out of business. ‘oe Civil Aeronautics 
hoard through enforcement of its regulation prescribing such limited frequency 
nd regularity has eliminated the most of them. Others, particularly the DC-3 
operators, were swallowed up by competition, but it was not competition that 
eliminated the large efficient carriers using C—46's—it was the death edicts of 
the Civil Aeronautics Board. 

Kverybody in the Territory of Alaska has supported irregular airlines. The 
Veterans of Foreign Wars on a Territorial and on a national basis and tiie legisla- 
ture at Juneau have passed memorial after memorial supporting irregular air- 
ines. Civil organizations, laborers, businessmen, in fact, Alaskans trom every 
walk of life have sent thousands of letters to your committee. Your committee 
eard voluminous testimony in 1951 including the Governor of Alaska, supporting 
rrecular airlines serving Alaska. 

However, the Civil Aeronautics Board, despite your recommendations for 
\laska, has gone right ahead with their calculated plan to eliminate irregular air 

nes just as the Board has followed the Goodkind plan since 1948. Gentlemen, 
he only people that don’t like the irregular airlines in Alaska are the Civil 
\eronautics Board and the scheduled airlines. If this decision were left to the 
\laskan people, the decision would be unanimous for the independent airlines. 

As one editorial read, “The closure of ATA will be a decided loss to this com- 
iunity. It appears there might be some merit to revamping of CAB regulations 
so that rules of safety will be maintained but which will not discourage and 
‘ill good American free enterprise.” 

Alaska needs more air transportation on all economic levels, and it is moraliy 
wrong for an agency of the Federal Government to decree that all Alaskans 
shall be forced to pay the same price for their air transportation, regardless of 
their income or their personal desires. The Senate Armed Services Committee 
ippointed a Preparedness Subcommittee which had a task force make a study 

f Alaska and made a comprehensive report of its findings to Congress in 1951. 
| believe the contents of the report of that committee, of which Senator Hunt 
was a member, would be valuable to this committee. This report shows how 
Alaska’s inacessibility to the mainland of the United States has been a primary 
eason for its lag in development, and transportation is one of its greatest prob- 
lems. This report states: 

“Vast distances and rugged terrain have made the airplane the acceptea 
nedium of transportation in Alaska. The percentage of freight and passengers 
transported by air is 30 times higher in Alaska than in the United States. In ad 


®* Seventh Report of the Preparedness Subcommittee of the Committee on Armed Services 
UL. S. Senate, under authority of S. Res. 18 (82d Cong 
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dition, air travel has done much to promote the growing Alaskan tourist industry.” 

Although it was recommended that the report be referred to the departmenis 
and committees of Congress interested in the committee’s recommendations, 
which pointed out that regulations designed to meet the requirements of com 
mercial flying in interstate commerce in the United States should not be applied 
within Alaska unless local conditions indicate that they are desirable, the Civil 
Aeronautics Board has continued to apply its regulations applicable to inter- 
state commerce in the United States to flights from the Seates to Alaska. As 
Senator Lyndon B. Johnson, chairman of the Preparedness Subcommittee, re: 
ommended to the chairman of the Senate Armed Services Committee in his letter 
transmitting this report dated February 13, 1951. 

“At the outset of the Preparedness Subcommittee’s work, we agreed that no 
outpost of America’s defenses was of greater strategic importance than Alaska 
To ascertain the state of our defenses in Alaska, a three-member task force- 
Senator Hunt, chairman; Senators Morse and Saltonstall undertook an on-the 
site investigation. The investigation has been supplemented by extensive studies 
and inquiries here in Washington. The result of their painstaking, diligent, and 
vigorous labors is the attached report. 

“A strong Alaska is essential to our security. Our continental defenses can 
be no stronger than our Alaskan defenses. The security of every American 
home begins in the snows of Alaska.” 

Gentlemen, look at your map. Alaska is an island surrounded by oceans 
of wilderness. In case of enemy attack, shipping by truck and water is easily) 
knocked out and your only supply line is by air. I’m sure that if Uncle Joe 
were alive today he would be very happy to know that the Civil Aeronautics 
Board had killed another nonsked airline operating to Alaska. 

The recent action of the Civil Aeronautics Board in putting my company out 
of business is only another step in the campaign to put Alaska on ice for anothe: 
decade or two. Pioneering and the reward of the frontier certainly are dead 
The spoils now go to the boys with the best pipeline into the Federal Treasury) 

Yes, ATA the paradox—last week we paid for our crime against society by 
death. Our crime was giving Alaskans too much service too well—a service they 
voluntarily demanded and we provided. Since 1948, it amounted to 55,000 
passengers and 12 million pounds of freight. 

Today as a result of the Civil Aeronautics Board revoking my company’s 
operating authority, many war veteran employees are out of jobs. Many 
thousands of dollars worth of airport equipment must be sold. The Territory 
of Alaska has lost another pioneer that has done what it could to settle the 
new frontier. 

On May 9, 1949, my company asked the Board for a certificate of public con 
venience and necessity to operate to Alaska and later urged that this applica 
tion be considered by the Board, but the Board refused to act although the law 
says ‘* that the Board “shall dispose of such application as speedily as possible.’ 

The Board held that certain noncertificated freight operators were in violation 
of the Board’s regulations but permitted them to operate pending the conclusion 
of the Air Freight case then under consideration by the Board.’ 

In the field of foreign air transportation, the Board found that Trans-Ocean 
and Seaboard & Western willfully and knowingly violated the act and the 
regulations ° but only cease and desist orders were issued, pending the determi 
nation of their certificate proceedings. 

This policy has been established in the field of irregular air transportation 
The Board had ordered the cancellation of the letters of Modern Air Trans 
port prior to the institution of the investigation (Docket No. 5132). This 
order was based upon willful and knowing violation of the act and regulations. 

The precise grounds for revoking the letters of registration of Air Transport 
and Modern are identical. The letters of registration of both carriers were 
revoked upon the finding that they knowingly and willfull violated the same 
regulations promulgated by the Board which limited the frequency and regularity 
of their flights. 

On the same day that the Board revoked our operating authority the Board 
granted Modern permission to operate until the conclusion of its investigation 


* Sec. 401 (c) of the Civil Aeronautics Act provides: 

“Such application shall be set for public hearing, and the Authority shall dispose of such 
application as speedily as possible.” 

5 Investigation of Nonscheduled Air Services, 6 C. A. B. 1049: Regulation 295. 

* Trans-Ocean Air Lines, Enforcing Proceeding, Docket No. 3244, decided June 5, 1950; 
Investigation of Seaboard & Western Air, Docket No. 3346, decided June 5, 1950. 
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of the large irregular carriers, designed for the purpose of determining their 
place in the air transportation field. As a result, Modern is still flying and 
will continue to do so until this investigation is over. However, our company’s 
icense has been revoked. 

Through the efforts of the Veterans of Foreign Wars of the Department of 
\laska, the Veterans of Foreign Wars of the United States formally intervened 

the court case of Air Transport Associates, Inv. v. Civil Aeronautics Board‘ 

nd stated in their brief: 

“The following is a list of irregular air carriers operating in Alaska which 
were organized by war veterans: 

“Aretie-Pacifie Airlines, General Airways, Inc., Trans-Alaska, Pacific-Alaska 

r Express, Arnold Air Service, Mount McKinley Air Service, Inc., Rainier 
\irlines, Northern Airlines, Inc., Golden North Airlines, Inc., Oswald Airlines, 
Yakima Sky Chief, Associated Airlines, Seattle Air Charter, Pearson-Alaska, 
lotem Airlines. 

“Of the foregoing, Mount McKinley Air Service, Inc., and Golden North 
\irlines, Ine., have had their letters of registration revoked by the Civil Aero- 

iutics Board and were thus put out of business. In addition, Arctic-Pacific 
\irlines was reduced to eight trips on a consent cease-and-desist order which was 

settlement of a revocation proceeding. Arnold Air Service received a similar 
cease-and-desist order and went into bankruptcy. Of the balance, only General 
\irways, Inc., is still in business in Alaska, with Trans-Alaska, Pacific-Alaska 
\ir Express, Rainier Airlines, Northern Airlines, Seattle Air Air Charter, and 
lotem Airlines having gone out of business for various reasons. However, most 
f these carriers operating DC-3 equipment, it is understood on information 
and belief, were unable to survive after certificated airlines reduced cargo rates 
15 cents per pound and established tourist and other low passenger rates 
below their costs, supported by mail subsidy. 

“Although many of these were forced to discontinue operations because of 
their failure to meet the vigorous competition of other lines, it must be apparent 

) any beholder, as it is to the Veterans of Foreign Wars of the United States, 

at something more than competition has caused this drastic deciine in the 
number of such carriers operating between Seattle and Alaska. * * * 

“The ease of Air Transport Associates, Inc., has been under study by the 
Veterans of Foreign Wars of the United States for more than a year; and while 
the past success ef its young veteran pilots is a source of pride, the series of 
ders which led to its present death sentence is a source of considerable alarm 
and dismay to this veterans’ organization.” 

Let us examine how all of these air carriers came to go out of business. 
When the Civil Aeronautics ordered the Alaska cargo investigation on March 
of 1948 they were inquiring into a strange new phenomenon. Nonsubsidized 
independent airlines were providing a huge amount of cargo service to Alaska. 
Ilwenty to thirty-five times the cargo transported by the regularly certificated 
carriers, Northwest Airlines and Pan-American Airways, was being transported 
by the independents. Such a volume of nonsubsidized transportation threatened 
the very foundations of the subsidy system. 

Why did not the certificated lines provide this cargo service? To any unbiased 
observer, the reason for this tremendous increase in cargo transportation was 
obvious. It had cost 68 cents a pound to transport cargo to Alaska by the certifi- 
cated lines. It had cost up to $185 each person to go Alaska on the certificated 
lines. The independent lines, however, reduced rates to 32 cents to 20 cents to 
18 cents per pound and finally even to 15 cents per pound. 

Air cargo transportation to Alaska had come into its own. Fresh fruits, 
vegetables, eggs, and milk, almost unknown in Alaska, were being transported to 
this northern Territory by the ton. Passenger fares quoted by the independents 
went down to $100 to $80 to $75 to $70 to $69 to $60. A new air coach industry 
was born out of constructive competition. 

The reaction of the Civil Aeronautics Board, however, was not to consider this 
a good or desirable development. I quote the following excerpts from the repor* 
of an examiner * to the Board when considering the Alaska situation: 

“* * * The city manager of Anchorage who appeared as a witness submitted 
estimates of the operations conducted out of the municipal airport (Merrill 


t Air Transport Associates, Inc. v. CAB, No. 11260 in the U. S. Court of Appeals for the 
District of Columbia. 

’ Report of William F. Cusick, examiner, CAB, Docket No. 3286, U. S.-Alaska Service 
case. The CAB had changed the name of the proceedings from the Alaska Cargo Investiga 
tion to the U. S.-Alaska Service case after it was under way. 
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Field) by the nonscheduled carriers between January 1 and October 27, 1948. 
These estimates revealed that the noncertificated carriers operated during this 
period a total of 1,317 trips between Anchorage and the United States or an 
average of about 132 trips per month for the 10-month period. It was also esti- 
mated that these carriers hauled 16,516 passengers and 6,151,000 pounds of cargo 
on these trips. An examination of the reports filed with the Board by the large 
irregular carriers for the fiscal year 1949 lends support to the above estimates in 
that they show that for the third quarter of 1948, 408 such flights were operated 
The total of the flights so conducted for the first and second quarters of 1949 
ure 220 and 413, respectively, or a total of 1,531 flights for the fiscal year 1949. 

“* * * A fair estimate of the total passengers carried by the irregular operators 
and Alaska Airlines between Anchorage and Seattle (including Everett) would 
indicate that in the 10 months immediately preceding the hearing in this case 
there was a pool of at least 19,000 passengers and approximately 9 million pounds 
of freight upon which the certificated carriers realized nothing.” 

The reaction of the Board, therefore, was to view this tremendous advantage 
to the economy and the people of Alaska as only undesirable competition with 
the privileged and subsidized certificated carriers. The Board refused to be- 
lieve that these independent air carriers had the tremendous and overwhelming 
support of the people of Alaska. Letters to the Board and to your committee by 
chambers of commerce, housewives, businessmen, labor organizations, and even 
memorials by the Legislature of Alaska were considered only so much “inspired 
propaganda.” Your committee has a file of hundreds of these communications. 

The following is a verbatim quotation from Examiner Cusick’s report in the 
Alaska Service case: 

“The fact that a number of city intervenors were of the opinion that the non- 
scheduled carriers are performing a very essential service and requested that the 
Board refrain from any action which might jeopardize their existence has not 
been overlooked * * * The traffic hauled by the irregular and nonscheduled 
operators must be viewed as traffic which should be available to the certificated 
carriers if the public interest would be thereby served. ‘Public interest’ as used 
here is an all-inclusive term and encompasses the financial well-being of those 
carriers supported in whole or in part by funds in the Federal Treasury. * * *” 

Certainly a more damaging admission would be hard to find. The policy of 
the Board is to interpret “public interest,” not as the interests of the public to 
be served, as their interests were expressed by the city intervenors in this case 
and the popularly elected legislature, but as the interest of the Civil Aeronautics 
Board in the “financial well-being” of the subsidized carriers. 

When Jack Scavenius, president of Mt. McKinley Airlines, was put out of 
business by the Civil Aeronautics Board, he was promptly elected to the Anchor- 
age City Council and to the Legislature of Alaska. Apparently the people of 
Alaska that elected Jack Scavenius didn’t believe that he was a “flagrant and 
willful” lawbreaker as the Board had implied by the revocation action. A candi- 
date for mayor of Anchorage attributes his defeat to campaign information link- 
ing him to the elimination of the “nonskeds.” He was head of the Civil Aero- 
nautics Board in Alaska; he is now working for a scheduled airline. Alaskans 
have crossed party lines to vote against candidates opposed to the independent 
airlines. The Legislature of the Territory of Alaska has consistently passed 
memorials urging the Civil Aeronautics Board to preserve the nonscheduled 
lines, regardless of which party was in control of the legislature. 

When Golden North Airlines, operating to Seattle a single aircraft based in 
Fairbanks was declared a “flagrant and willful” violator of the Board's frequency 
and regulariy regulation and unmercifully put out of business, Chuck Evans, 
president of Golden North, a former B-17 bomber pilot, appealed his case, but 
shortly ran out of money in the expensive litigation in the Ninth Circuit Court of 
Appeals at San Francisco, Calif. 

The residents of Fairbanks were furious. The Civil Aeronautics Board was 
called public enemy No. 1. The residents of Fairbanks hadn’t forgotten that in 
the big freeze of the winter of 1946—47 when for 3 weeks they had suffered tem- 
peratures of 50 to 60 degrees below zero, the only carrier that continued to 
bring them food was Golden North. Both Pan-American and the Army were 
grounded by the terrific cold, but Golden North kept bringing in vital supplies. 
Golden North, based at Fairbanks and surrounded by Siberia, Canada, and the 
Arctie and Pacific Oceans, could find trafiic only on the route to Seattle, the 
United States gateway city to Alaska \ithough Golden North operated only 
one C—46 aireraft and interrupted its irregular service for maintenance, the 
Board found its operations sufficiently “frequent and regular” to put it out of 
business. 
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Examiner Cusick recognized this public support for the nonscheduled air car- 
ers but dismissed it as unimportant when compared to the vital public interest 
those carriers supported by the Federal treasury. 

Congress, however, had given the Civil Aeronautics Board another definition 

‘public interest” for their guidance—a definition which was clearly stated in 
section 2 entitled “declaration of policy” of the Civil Aeronautics Act of 1938. 
rhis orders that the Civil Aeronautics Board— 

* * * shall consider the following, among other things, as being in the pub- 

interest and in accordance with the public convenience and necessity. * * * 

rhe promotion of adequate, economical, and efficient service by air carriers 

reasonable charges, without unjust discriminations, undue preferances or ad- 
ntages, or unfair or destructive competitive practices. 

Competition to the extent necessary to secure the sound development of an 
r-transportation system properly adapted to the needs of the foreign and do- 
estic commerce of the United States, of the postal service, and of the national 
efense.” 

Che 13 carriers operating between the United States and Alaska at the time 
earings were held in the United States-Alaska Service case had indeed pro- 
oted “adequate, economical, and efficient service by air carriers at reasonable 
harges” but the Board itself had adopted unjust discriminations against these 
rriers and had permitted undue preferences and advantages for, and has 
owed unfair and destructive competitive practices by, the certificated carriers. 
The unfair and destructive competitive practices permitted and in fact en- 

iraged by the Board were for the most part in the nature of permitting certifi- 

\ied air carriers to quote cargo rates at one-half to to one-third of the certificated 

irriers’ costs of providing the cargo service, with the result that many of the 

subsidized operators were driven from business. These rates were resorted 
at tremendous expense to the taxpayer to eliminate the nonsubsidized 
mpetitors. 

It was aptly stated in the brief filed on behalf of the Postmaster General in 

the Alaska Service case (Docket No. 4826) : 

“Most of the nonscheduled services listed in exhibit PNA 811-R are entirely 
nknown except to people who live in Alaska and the Northwest section of the 

United States, yet the fact that Pacific Northern characterizes their competition 

s one of the “intolerable conditions” under which it must operate makes it clear 
that they are active in seeking, developing, and getting business. In meeting 
this competition practically all of the certificated carriers have run special flights 
at fares and rates considerably under those published. In other words, the 
competition of the type which must have been in the congressional mind is pro- 

ucing the adequate, economical, and efficient service which that congressional 
mind envisioned. The energetic independents in winning traffic are really bring- 
ng about the encouragement and development of civil aeronautics.” 

The above statement makes it clear that the mail subsidy as presently admin- 
istered is the greatest deterrent to the development of civil aeronautics. That 
is why the Civil Aeronautics Board is the most formidable obstacle in the way 
f mass air transportation and a really adequate civil airlift reserve for 
national defense. Let’s take the matter of mail pay away from the Civil Aero- 
nauties Board and place it in the Post Office Department, now headed by a man 
who it is believed is anxious to save the taxpayers’ money where this can be 
done without adversely affecting service to the public. 

The charts of costs, rates, and fares between Seattle and Anchorage and Fair- 
banks as presented in the Pacific-Northwest Alaska tariff investigation (C. A. B. 
Docket No. 5067) shows how the Board ignores costs in permitting certificated 
air carriers to quote the same rates as the more efficient demand-type inde- 
pendent carriers. Such below-cost operations which took away this traflic, 
rapidly drove the operators of DC—3’s out of business. 

Golden North, Arnold Air Service, Arctic-Pacifice and Air Transport Associ- 
ates, however, operated more efficient C—46 aircraft. All of these air carriers, 
therefore, were necessarily eliminated by the Board’s enforcement activities 
directed at revocation of their letters or registration. Golden North and Air 
Transport Associates had their letters of registration actually revoked, but 
Arnold Air Service and Arctic Pacific, to avoid litigation, accepted consent cease- 
and-desist orders to settle the revocation cases entered against them. They 
went out of business trying to exist on only 8 trips a month. To date, no air 
carrier that has accepted the suicidal 8-trip consent order has survived in 
common carriage air transportation. 


oO 
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You have heard the views of the Post Office Department. Similar views have 
been expressed in at least three memorials of the Alaska Legislature. The last 
one of these, passed by the House March 26, 1953, I present herewith. 

Here are the views of the Department of Justice, another Government depart- 
ment that is convinced that it is the purpose of the Civil Aeronautics Board to 
eliminate the independent air carriers and turn their traffic over to the certifi- 
cated carriers: I quote from Views of the Department of Justice concerning 
the amendment and partial repeal of the irregular air carriers exemption, sec- 
tion 292.1 of the Board’s economic regulations. 

“The certificated carriers, finding that the business developed by the irregular 
sarriers has become profitable and substantial, are now endeavoring to divert 
this business to themselves and exclude the irregular carriers from the traffic 
thus developed. 

“One of the most important questions confronting the Board is whether or 
not nonscheduled, nonsubsidized carriers should be admitted to the air trans- 
portation field. The Board has frequently stated their objective is to reduce 
subsidy in the direction of ultimately eliminating all subsidy. 

“One of the best ways of eliminating subsidy is to permit the nonsubsidy car- 
riers to develop in air transportation so that operating statistics showing actual 
cost of operation would be readily obtainable. The nonsubsidized irregular 
carriers would thus furnish the Board a yardstick for determining the extent 
to which air carriers can furnish service without subsidy. 

“* * * Certainly the Board should have complete up-to-date factual infor- 
mation covering this entire subject matter before adopting a program so drastic 
as to eliminate the irregular carriers as competitors of the certificated airlines 
in this important field of transportation. 

“The narrowing of the exemption provision in section 292.1 of the economic 
regulations embodied in the pending proposal will facilitate the elimination 
of the competition provided by the irregular carriers. 

“The purpose of the proposed revisions to section 292.1 is to effect a tighten 
ing of ‘restrictions’ upon irregular carriers. In the light of interpretation No. 1 
to section 292.1, the definition of ‘irregular’ air transportation which is proposed 
would require such infrequency of service as to render the continuance of ser\ 
ice by the irregular carriers economically impossible. The scope of irregular 
operation would be so narrowed as to prohibit the handling of a substantial 
volume of traffic and to prevent the performance of the amount of service for 
which there is a demonstrated public demand. The definition is so stringent 
as to be tantamount to a prohibition against effective irregular carrier oper- 
ations.” 

The deadly purpose of the Civil Aeronautics Board to eliminate rather than 
regulate the independent air carriers, therefore, has been apparent not onl) 
to the independent air carriers themselves, but also to the Post Office Depari 
ment and the Department of Justice. Yet none of these groups were aware 0! 
the Goodkind and Wanner reports which confirms their allegations. In the fac: 
of the incontrovertible facts that the Board has now destroyed the right of 
every self-supporting air carrier operating to Alaska to carry passengers, m) 
company, Air Transport Associates, was ordered out of business and was not 
permitted to continue its operations beyond the 24th of last month. The Civi! 
Aeronautics Board now has enforcement actions under way directed at elimi 
nating the operating authority of many of the remaining common-carrier oper 
ations of independent airlines within the continental United States; nevertheless, 
the Civil Aeronautics Board expects you to believe their totally insincere argu 
ment that it is merely enforcing the law against a small group of flagrant an 
willful violators of its own regulations which were designed to eliminate these 
independent air carriers from the air-transportation business. 

In taking this position the Civil Aeronautics Board contends that everybody 
is out of step except the Board. The Board is saying in effect that not only 
are the irregular air carriers wrong, but the Post Office Department that pay~ 
the bill is wrong, the Department of Justice that enforces the antitrust policy of 
the United States is wrong, and finally they would have you believe your own 
investigation Senate Select Committee on Small Business is wrong. I quote from 
your committee’s official recommendations which were rendered in its report 
filed July 11, 1951, after several days’ investigation of the role of the large 
irregular airlines in United States air transportation : 

“In selecting carriers, the Board should not consider the matter of past 
violations of section 292.1 which resulted from greater regularity or frequency 
than may have been considered allowable at that time. Your committee believes 
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mre at the record of the Board in this matter has been confused and devious. Your 
mmittee does not want to imply any approval of violations of regulations, but 
finds itself in strong disagreement with the Board's admitted policy of banish- 
y all large irregulars on the grounds that they are “willful violators” of a reg- 


tion that seems clearly unreasonable. 


“2. ALASKA 


“The Board should act promptly to relieve the hardships it is imposing on 

\laska through its restriction of flights from the United States. The Board 
ould recognize the special need for cargo transportation to Alaska and the 
k of alternative forms of low-cost passenger service.” 

he only action of any importance taken by the Civil Aeronautics Board as 

result of the Senate Small Business Committee recommendations was the 

elaying action of ordering the large irregular air carrier investigation on 
September 21, 1951. However, the Board on the very same date ordered the 
evocation of my company’s letter of registration. 

It is Air Transport Associates’ belief that the Board and the scheduled air- 

es are of the opinion that to break Air Transport Associates, Inc., is to 
break the back of the resistance to the Board’s policy of eliminating these lines. 
Indeed, as if to place sole emphasis upon the importance of the revocation of 

\ir Transport Associates, Inc., letter of registration, the Board on the same day, 
September 21, 1951, ordered the reinstatement of Modern Air Transport, a carrier 

reviously branded as a “flagrant and willful violator” for whom they had 

reviously denied an exemption to continue operations. Dozens of other carriers 

ve had their exemptions denied also, but the Board’s order on September 21, 
1951, as a result of the Senate Small Business Committee investigation, rein- 

tated them until the conclusion of the large irregular air carrier investigation. 
My company, the last survivor of the Board’s campaign to eliminate independent 

rlines operating to Alaska, and the first independent air carrier to be put out 

f business in defiance of the Senate Small Business Committee’s report and 
ecommendations, has operated its last flight to Alaska by the defiance of this 

mmittee’s recommendations unless this committee will do something that will 
equire the Board to reinstate its operating authority. Observers on both sides 
of this controversy see in the elimination of my company the beginning of the 
end of all common-carrier operations of the independents. 

The best proof of the Board’s insincerity in ordering the large irregular 
air-carrier investigation, however, was their action in placing Lewis W. Good- 
kind, the author of the secret master plan of 1948, in charge of the Board’s 
prosecution of the investigation so there would be no question about the plan 
which he authored, This was a most unusual procedure, in that ordinarily 
a member of the Board’s legal staff would have been assigned these duties. 

The large irregular air-carrier investigation was the only major action taken 
by the Civil Aeronautics Board to eliminate the independent air carriers that 
was not planned in 1948 by Lewis W. Goodkind and John H. Wanner of the 
Board’s staf. (Incidentally, Mr. Wanner, as Assistant General Counsel of the 
Civil Aeronautics Board, handled the Board’s end of the court proceedings that 
resulted in the confirmation of the revocation of Air Transport Associates, 
Inc.’s, operating authority.) The reason for the only major deviation from 
the master plan is clear. The Senate Small Business Committee stepped in 
and forced the suspension of the planned procedure of wholesale denials of 
ndividual exemptions after the blanket exemption applying to all large irregular 
carriers had been repealed in accordance with the master plan. This committee 
can again step in and save the industry. It can also save my company if it 
will, 

The denial of exemption applications is only 1 of 4 distinct methods employed 
by the Civil Aeronautics Board in its efforts to reduce and eliminate nonscheduled 
air carriers. The first is the method of increasingly restricting interpretations 
of regulation 291 to the point where no nonscheduled air carrier dependent upon 
revenues from common carrier air transportation can survive under them, The 
second method is to encourage the quotation of tariffs below the costs of opera- 
tions of the scheduled air carriers to drive the independents from the field by 
economic means through authorizing mail-pay reimbursements to cover the losses 
sustained therefrom. The third method is to conduct enforcement proceedings 
under regulation 291 to secure cease-and-desist orders and orders to revoke the 
letters of registration of these carirers. The fourth method is accomplished 
by means of denials of individual exemption applications, after the blanket 
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exemption was terminated. The Board, therefore, did not suspend its plan 
of elimination of the independent air carriers, but merely modified the fourth 
method of putting these air carriers out of business in response to pressure 
from the Senate Small Business Committee. 

It substituted “death by delay” through expediting enforcement actions while 
delaying certificate and exemption proceedings. This was true in the case of 
Air Transport Associates, Inc. The Civil Aeronautics Board has apparently 
finally succeeded in putting Air Transport Associates out of business a bare 
couple ef months before it wouk, have to consider Air Transport Associates 
4-vear-oid certificate application, filed in May 1949. 

How has this affected the transportation between the Pacific Northwest and 
Alaska? In the words of Examiner William F. Cusick in his opinion on the 
United States-Alaska Service ease: “There was a pool of at least 19,000 pas 
sengers and approximately 9 million pounds of freight upon which the certificated 
carriers realized nothing.” On an annual basis the freight carried, therefore, 
was greater than the less than 10 million pounds of cargo transported by both 
Northwest Airlines and Pan American Airlines to Anchorage and Fairbanks 
in the year 1951. The costs of these carriers for this service are covered by 
the chart of costs, rates, and fares which I will submit as a part of this record 

sused upon this chart’s cost information which was established in the North 
west-Alaska tariff investigation, the loss on cargo operations by Northwest 
Airlines and Pan American Airways for the year 1951 was over 15% millions of 
dollars—a loss which was made up in mail pay at the expense of the taxpayers 
The result has been, therefore, that the Civil Aeronautics Board has been able 
to drive out an entire nonsubsidized air-carrier industry operating to Alaska 
and replace it with subsidized carriers at the expense of the taxpayers. 

The two new carriers, Pac'fi: Northern Airlines and Alaska Airlines, are 
awarded over three-quarters of a million dollars in mail pay per year without 
any increase in mail service over that provided originally by Northwest Airlines 
and Pan American Airways to Anchorage and Fairbanks. There is no doubt, 
therefore, that the elimination of independent nonsubsidized air carriers between 
Seattle and Alaska is costing the Government approximately $4 million per year. 
The Board and the scheduled airlines contend that the Civil Aeronautics Act was 
a mandate to establish a regulated monopoly. However, a careful reading of 
the act makes clear that this is not true. The Congress provided for a regu- 
lated competition—not a regulated monopoly. 

What is Air Transport Associates, Inc., able to do for the people of Alaska 
and for the shippers of the Pacific Northwest? Air Transport Associates has 
clearly demonstrated that it is within striking range of providing a nonsubsidized 
cargo service to Alaska in connection with its low-cost passenger service. The 
cost of 16.64 cents per pound (see cost chart) that Air Transport Associates, Inc., 
established in 1951 between Seattle and Anchorage as against prices of 15 
to 17 cents a pound is hardly an indication of what the limit of its capabilities 
could be under a certificate of public convenience and necessity providing for 
nonsubsidized service to Alaska. 

The certificated and subsidized carriers’ costs as shown on the chart are almost 
29 cents a pound. A reduction of subsidy applied to these four carriers will 
force increased cargo rates or reduction of cargo service if nonsubsidized cargo 
earriers are eliminated. The authorization of unlimited nonsubsidized cargo 
service, however, would confine the presently certificated carriers to the profitable 
passenger and mail service, eliminating this need for subsidy. The obvious 
solution for the benetit of Alaskans, the taxpayers, the four certified mail and 
passenger airlines, and Air Transport Associates, Inc., is to grant Air Transport 
Associates, Inc., a nonsubsidized cargo certificate. 

Air Transport Associates, Inc., has been negotiating with the Chase Aircraft 
Co., manufacturers of the Chase C-123, a military assault transport. If diffi- 
culties of delivery involved in a large back'og of military orders can be over- 
come, and the commercial version of this aircraft known as the Chase Super 
Avitruck with R-8350 engines instead of R-2800 engines can be produced for Air 
Transport Associates, Air Transport Associates would then be able to provide 
much more adequate service to meet the needs of the development of Alaska. 
In addition to reequipping with these more efficient aircraft capable of trans- 
porting over 25.000 pounds nonstop from Seattle to Anchorage, Air Transport 
Associates would also invest in the development of a southbound freight haul 
so that Alaskans need not pay round-trip costs to get their cargo to Alaska. 

The management of Air Transport Associates contemplates rates in the region 
of 10 cents a pound northbound and 8 cents per pound southbound to provide 
a profit on the round trip. Seventeen to nineteen cents per pound northbound, 
with little southbound cargo is the prevailing situation now. The substantial 
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reduction in rates, We are convinced, will greatly increase the market for north 
hound air freight and stimulate the fishing industry, which is Alaska’s largest 
ndustry to expand and develop the fresh seafoods industry. At present the 
$100 million a year industry in Alaska is engaged almost exclusively in the pro 
iuction of canned and frozen fish and seafoods with most of the production occur- 

¢ during a very limited season. Alaska has developed my business. My com 
pany hopes to reciprocate by investing in the development of Alaska, if given the 
opportunity. 

| have thoroughly investigated the fishing industry in Alaska, having hauled 

nets and pewed salmon in Cook Inlet, dug, transported and marketed razor 
ms from Poly Creek Beach, investigated shrimp and Dungeness crab at Homer 

d Seldovia, discussed dragging operations for king crab with fishermen of 
Kodiak and Prince William Sound, and have transported hundreds of thousands 
of pounds of fish, crab, and clams to the United States from Cook Inlet area, from 
Kodiak, from Prince William Sound, and from the Yakutat area 

Within the continental United States what is ordinarily termed “air freight” 
s in reality air express, because air shipment is usually a method of specially 
expediting the shipment of commodities that ordinarily are transported by 
surface means. In Alaska, however, a true air-freight industry has been 
established in the northbound direction, because air shipment is the ordinary 

thod of transporting fresh fruit, vegetables, eggs, fresh meats, and other 
erishable foods to Alaska. When markets are developed in the Midwest United 
States for fresh fish fillets, clams, Dungeness, and king crab, shrimp, scallops, 
and other fresh seafoods on a volume basis, and when these seafoods are 
transported from Alaska to the Midwest by new and large economical transport 
aircraft, then we will truly have a new industry in Alaska, made possible by 
ver rates and better methods of air transportation. 

rhe independent airline industry has pioneered and developed every new air- 
transportation market since World War II and has later seen these markets 
taken from them -by bureaucratic edicts. This includes the air-coach market, 
the air-freight market, the agricultural labor transportation market, and the 
combination passenger-cargo market from the United States to Alaska, New 
frontiers remain to be developed. When they are developed, the initiative will 
igain come only from the free enterprise segment of the air transportation indus- 
try that the Civil Aeronautics Board has been determined to wipe out. Air 
Transport Associates, Inc., wants only Civil Aeronautics Board permission to 
develop the new frontiers of all-cargo service between the United States and 
Alaska. 

The great airlift that would be made available by encouraging nonsubsidized air 
carriers operating to Alaska instead of stamping them out of existence would be 
a tremendous aid to the defense of Alaska and the United States on our northern 
frontiers. The Chase Super-Avitrucks which Air Transport Associates, Inc., 
hopes to use, are capable of landing men, vehicles, and guns up to 155 millimeter 
howitzers on any level beach or bush airfield in Alaska—or in Siberia, for that 
matter. 


Marcu 7, 1953. 
Hon. OSWALD RYAN, 
Chairman, Civil Aeronautics Board, 
Washington, D. C. 


Dear Mr. CHAIRMAN: It has come to my attention that the Civil Aeronautics 
Board has ordered a revocation of the letter of registration of Air Transport 
Associates, Inc., an irregular air carrier that operates between the United States 
and Alaska. 

The revocation was stayed by the court of appeals pending a review of the 
legality of the order and at the present time, Air Transport Associates, Inc., is 
seeking a rehearing in the United States Supreme Court on the Board’s action 
against its letter of registration. 

I understand that the Board, in the meantime, has instituted a general investi- 
gation into the irregular air-carrier problem, Docket 5132, and has temporarily 
stayed any action against any irregular carriers pending the disposition of this 
proceeding in which a policy concerning irregular carriers is to be evolved. 

Without getting into the merits of the proceeding involving Air Transport 
Associates, or the contention that the type of service presently being rendered 
by ATA and others to Alaska is essential to the economy of Alaska, I would 
appreciate it if you would inform me as to whether there is a possibility of with- 
holding final action in the revocation of the ATA’s letter of registration pending 
completion of the Board’s general investigation into the irregular air-carrier 
problem. 
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It may be that after the testimony has been developed in that proceeding, 
an entirely new policy may be announced by the Board with respect to irregular 
carriers. Whether this would change the Board’s position concerning Air 
Transport Associates, at this point, is unknown. On the other hand it would 
cause irreparable damage to ATA in the event a new policy may reflect a differ- 
ent attitude which had not been present at the time ATA revocation proceed- 
ings had been instituted. Yet no real harm would result if they were allowed to 
operate until that proceeding is completed. 

I would appreciate your frank advice in this matter. We must remember that 
small business is the backbone of this country and we should do everything 
to encourage its existence. 

Sincerely yours, 
CHARLES W. TosEy, Chairman. 


Marcu 10, 1953. 
Hon. OSWALD RYAN, 
Chairman, Civil Aeronautics Board, Washington, D. C. 

My Drar Mr. CHAIRMAN: I have been informed that the Civil Aeronautics 
Board has ordered a revocation of the letter of registration of Air Transport 
Associates, Inc., an unscheduled air carrier operating between Alaska and the 
United States. 

The revocation has been stayed by the court of appeals several times during 
the review of the legality of the order. However, I now understand that the 
Air Transport Associates Co. must now return its letter of registration to the 
CAB within 48 hours. 

I am not completely familiar with the merits of the entire dispute involving 
the CAB and this company. However, from my deep interest in Alaska and its 
relationship with the State of Washington, which I represent, I do know there 
is considerable alarm being voiced by a number of my constituents over the fact 
that the last independent carrier is being forced out of business. I understand 
a very large portion of fresh fruits and vegetables are transported to Alaska 
from the Pacific Northwest. 

It is my understanding that the Board has instituted an overall investigation 
into the irregular air-carrier problem, docket 5132. I understand also that the 
Senate Small Business Committee will be looking into this problem, as well as 
other problems affecting the Board, in hearings starting March 20. 

I would assume that such an investigation might lead to new policies concern- 
ing unscheduled air carriers, and it would seem to me that serious consideration 
should be given to allowing this company to conduct their operations until such 
time as the hearings are held. 

As a former member of the House Small Business Committee, I am very much 
interested in the future and vitality of small business in our country, and I will 
appreciate the Board giving this matter every possible consideration. 

Sincerely yours, 
Henry M. JAcKson, 
United States Senator. 


The Cuarrman. We will hear next from Mr. E. L. Bartlett, Dele- 
gate from Alaska. 


STATEMENT OF HON. E. L. BARTLETT, DELEGATE IN CONGRESS 
FROM THE TERRITORY OF ALASKA 


Mr. Bartrierr. Mr. Chairman, my name is E. L. Bartlett. I am 
Delegate in Congress from the Territory of Alaska. 

I have no desire here to attempt to sink a harpoon into the irregular 
carriers, nor do I have a desire to aim and fire a cannon at the sched- 
uled airlines. 

My principal purpose in appearing before you was to call to your 
attention formally the memorial to which Mr. Hunt referred, which 
is known as committee substitute for House Memorial No. 7 in the 
Alaska Territorial Legislature adopted on March 26 of this year, 
and in which the Legislature of the Teritory of Alaska rneiniatitined 
the Civil Aeronautics Board not to revoke permits of the irregular 
carriers pending the completion of further studies which had been 
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theretofore ordered. I won’t offer this memorial for the record, Mr. 
Chairman, because it is addressed to the chairman of the Senate 
Small Business Committee as well as to several others. 

I have no prepared statement, but I should like to emphasize—it 
cannot be overemphasized—the importance of aviation in Alaska. In 
a good part of that vast Territory one who wants to travel or one 
who wants to have freight carried does it by air or he doesn’t do 
t at all. Commercial aviation had its inception in the Territory in 
1924. Then there was a competitive means of travel, namely the 
dog team. 

The airplane proved to be too powerful economically for the dog 
team and has largely disappeared so it has a transcending ——— 
in Alaska, probably not equalled anywhere else in the world. 

I don’t have any figures as of recent date, but I recall 4 or 5 years 
ago having read a CAB report which said that in a typical year— 
I won’t certify to these figures; they are from a rather indistinct 
memory, but I think they are approximately correct—25 persons 
out of every thousand in the States would fly. During the same 
year something like 700 persons out of every thousand in Alaska 
would fly. I think that gives a splendid illustration of how dependent 
Alaskans are on air transportation. 

I recall having met with many groups in Alaska in the summer 
and fall of 1951, and this proposition of the continuation of irregular 
carriers was very much at the forefront then as it seems to be here to- 
day, and I found surprising endorsement of these “nonsked” operators. 

I don’t believe the Alaskans had any surpassing affection for one 
operator as opposed to another that caused them to desire the con- 
tinuation of the “nonskeds,” but it was a proposition of cheaper 
service. The “nonskeds” were carrying freight cheaper and they 
were hauling passengers cheaper, and like Americans everywhere else, 
the Alaskans wanted to take advantage of that cheaper service. 

The Alaskans, as you know, coming from a pioneer State, yourself, 
Senator, are a race of pioneers and they are a race of individualists, 
and I suspect that in all these complaints they have made against 
the Civil Aeronautics Board in relation to this very matter, they 
probably find it difficult to understand why the Federal Government 
would subsidize one operator as against another, and finally not even 
allow the operator to stay in business. They can’t quite square that 
with their concept of American free enterprise. 

Now the situation in the Territory is that we need more of all 
kinds of transportation, not less. We are getting less in several 
important categories. Before I explain that, let me say that I think 
it is a rather astounding fact that over 50 percent of all the people 
in Alaska who go to Alaska today or who leave Alaska, travel by 
air. It is very significant, probably not matched anywhere. 

We have no railroads as you know to the States. We have only 
one road, and passenger service by steamship is diminishing. Quite 
recently the operating head of the Alaska Steamship Co., the only 
American line now operating combined passenger and freight ships, 
has said that the measure of his company’s loss in respect to the 
operation of those passenger vessels is such that he gravely fears that 
he will have to take them off the run by next year, which would 
mean that for the areas of Alaska where the population is concen- 
trated, there would be no passenger service by ship whatsoever. We 
wouid be exclusively dependent upon air. So 1 suggest to you that this 
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is the time perhaps above all others when we do need more air transport 
instead of less. 

Now, Mr. Chairman, the hour grows late and I know you are anx- 
ious to get to the Senate floor, and in conclusion I merely want to 
call your attention to two examples of the reaction in Alaska to this 
sort of thing, and these examples came to my attention over the 
weekend. 

I was reading the Ketchikan News, Ketchikan being our most 
southerly community, of April 20, a little editorial in that paper, which 
went as follows: 

We have received a transcript of hearings by the House Interstate and Foreign 
Commerce Committee on actions by the CAB against unscheduled air companies 
What impressed us was that during the strikes in Seattle these companies proved 
invaluable in hauling emergency freight, including milk for babies. 

Let the CAB thinks this over. Next I would like to read this to you, 
or preferably to save time ask permission to submit it for the record, 
an editorial which appeared in Jasen’s Weekly, published at Fair- 
banks, dated April 30, entitled “The CAB, Bane of Alaska’s Exis- 
tence.” I think the title of the editorial will give the committee a clue 
as to the intensity of the feeling on the part of Alaskans in this 
matter. 

The Cuarrman. That editorial will be printed in the record. 

(The editorial above referred to is as follows :) 


{[Jasen’s Weekly (Fairbanks, Alaska), April 30, 1953] 
THe Cas, BANE oF ALASKA’S EXISTENCE 


Probably more editorial ink has been used on the subject of the Civil Aeronau- 
tics Board and its dictatorial attitude in Alaska than on any other single subject. 

In our opinion, no department of the Government so deserves the brickbats 
that have been flung in its direction. 

The phrase “drunk with power” seems the only way to explain some of the 
things this body does. Interference in private enterprise appears to be the long 
suit of this organization. 

This latest brainstorm, to merge existing companies whether or not these com- 
panies have any wish to merge, makes one wonder just how far a Government 
agency can expect to take over control of a business. 

How does one reconcile regulations designed to eliminate competition with laws 
forbidding monopolies? Or does one department of the Government consider it- 
self so all-powerful it is not subject to the laws that govern the rest of us? 

For many years the CAB has been slowly throttling bush flying in Alaska. 
Now the board wants to kill it off completely. An action such as the one pro- 
posed would do just that? Every Alaskan who is concerned with Alaska should 
yell to the top of his voice until something is done to curb the depredations 
wrought by this irresponsible board of men. 


Mr. Bartierr. Let me make this one additional observation, and 
that is to say that during recent weeks I have had ms ny, many letters 
from Alaskans praising the scheduled services of various airlines, and 
frankly I think if I were up in Alaska, I would be willing to write 
such a letter myself, but I also would write one for the “nonskeds,” be- 

cause as I say, we need more and more transportation service of all 
kinds, not ww Thank you. 

The Cuarrman. Thank you, Mr. Bartlett. 

We have next Mr. John Markley of the Caribbean American Air- 
lines. I understand Mr. Markley is not here. Then that will conclude 
the oo ing this morning. We will resume tomorrow morning. Thank 
you a 


(Whereupon at 12:25 p. m. the hearing was adjourned to reconvene 
on Tuesday, May 5, at 9:30 a. m.) 





FUTURE OF IRREGULAR AIRLINES IN UNITED STATES 
AIR TRANSPORTATION INDUSTRY 


TUESDAY, MAY 5, 1953 


Unrrep States SENATE, 
SUBCOMMITTE ON RELATIONS OF Business WirH GovERN- 
MENT OF THE SELECT COMMITTEE ON SMALL Business, 
Washington, D. C. 

The subcommittee met, pursuant to recess, 10:15 o’clock a. m., in 
room 457, Senate Office Building, Senator Edward J. Thye (chair- 
man of the full committee and chairman of the subcommittee), pre- 
siding. 

Present: Senators Thye (presiding), and Hendrickson. 

Also present: Laurance J. Henderson, staff director. 

The Cuatrman. The committee will come to order and proceed 
because we know you are all pressed for time. 


Our first witness this morning is Mr. C. R. Smith, president of 
American Airlines, 


Mr. Smith, will you make yourself comfortable. 


STATEMENT OF C. R. SMITH, PRESIDENT, AMERICAN AIRLINES, 
INC., NEW YORK CITY 


Mr. Smirn. I am C. R. Smith, president of American Airlines. 
The Cuairman. Will you proceed, sir, in any manner you would 
like. Do you wish to give any reference to yourself in any respect ? 

That is always permissible and sometimes delightful information. If 
you da not, you can just proceed with your statement. 

Mr. Smrru. I don’t think I would have anything very interesting 
on that, Senator. 

The Cuarrman. All right, sir, then you may proceed in any manner 
that you desire. 

Mr. Surru. First I wish to thank you for the privilege. of being 
here today. I would like to express my views and those of American 
Airlines. 

Inevitably a discussion of regulated air transportation leads to a 
discussion of the Civil Aeronautics Act of 1938. It is the consensus of 
the industry that this act has contributed a great deal to the develop- 
ment of United States air transportation. We believe that sound ad- 
ministration of the act will continue to provide the incentive and order 
which will permit air transportation to make further advances. 

Since 1938 no other country of the world has advanced so rapidly 
or gone so far as the United States in the development and use of a 
nationwide system of civil air routes and the great fleet of modern 
aircraft which provide daily service to a multitude of our cities. 
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The security of the country is better assured by the availability of 
several hundred four-engined, long-range airplanes owned and oper- 
ated by the United States airlines, representing the greatest reser- 
voir of airlift capacity, civilian or military, in the world today. 

There have been, and there will continue to be, criticisms of the 
Civil Aeronautics Act and the Civil Aeronautics Board, perhaps 
especially by those who find that the decisions of the Board under 
the act do not support their desire and endeavor to subordinate you 
expressed requirement for a sound airline system to their own ind 
vidual plan for profit. 

You will remember that some of the critics of the Civil Aeronautics 
Board appeared in Washington soon after the war, seeking aid fo: 
entry into the business of air transportation, and asking considera 
tion on the basis that they were “veterans.” It has been proven, I be 
lieve, that the scheduled airlines employ many more veterans of t)i 
military services than the total of the nonscheduled carriers. Some 
of these same critics have now substituted the plea of “small business” 
for their previous plea of veteran preference. 

I am a veteran, as many of you are, and we have respect and affec- 
tion for those who served in the military forces. Most of my life has 
been spent in small business, and I know something about its prob- 
lems. But if Congress is to require that air transportation be regu 
lated, as you have indicated by the legislation you have adopted, the: 
entry into air transportation must be on the basis of the policies you 
have prescribed in that legislation. 

It has been said or implied that the Civil Aeronautics Board is party 
to a plot to destroy small business in air transportation. 


To me, a representative of one of the large comeea that is a sur- 


prising assertion. The record of the Board is evident and convincing. 
Since 1938 the Board has created more small enterprises than large 
ones. On a relative basis the small carriers have fared better than 
the large ones in the award of routes and extensions. The number of 
small carriers has increased many fold; the number of large carriers 
has remained reasonably static. 

As a personal opinion, I believe it would be easier to prove that the 
Civil Aeronautics Board has exhibited a consistent preference for the 
small carrier in cases where there has been a choice between a large 
and small carrier. I have seen many new routes and extensions 
awarded to small carriers when I was convinced that a larger, more 
experienced carrier could better provide the service reasonably re 
quired on the route. I have often concluded that the Civil Aero- 
nautics Board has given better attention to the factor of willingness 
than to fitness and ability when applying the test of the act relating to 
“fit, willing, and able” to the application of a small carrier. 

It has also been said or implied that if the Civil Aeronauties Board 
shall enforce the provisions of the Civil Aeronautics Act the public 
will be deprived of the benefits of low-cost, air-coach type of service. 

I know of no provision of the act which has either that intention 
or result. I know of no enforcement action which has produced or is 
likely to produce that situation. Rather, I believe it proven that the 
policies of the Civil Aeronautics Board, under the act, have been 
especially designed to stimulate continuing additions to the already 
substantial air-coach operation conducted by the carriers able and will- 
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ug to qualify under the act. Not only have these policies been de- 
-oned to create additional air-coach service but they have had that 
result, as is indicated by the record of growth in air-coach mileage 
operated by the regulated carriers 

You imposed in ‘the Civil Aeronautics Act of 1938 the test that an 

applicant under the act, after proving public conv enience and neces- 
‘ A must be “fit, willing, and able” if he is to receive a certificate. 
You did not specify that the applic ant should be large or small; irre- 

pective of his size, he should be “fit, willing, and able” to perform the 
-ervice proposed. You intended, I am sure, that small business should 
ave equality of opportunity with large business. You also intended 
iat large business should have comparable equality. 

Our position is this: 

So long as the Civil Aeronautics Act represents the will of Con- 
cress about the regulation of air transportation, those applying for its 
benefits and willing to assume the resulting responsibilities should be 
treated equally and equitably, whether the applicant represents small 
jusiness or large. There should be no weighted preference or advan- 
tage for either. 

Any business enterprise, large or small, which can and does meet 
the tests of the Civil Aeronautics Act should be permitted to engage 
n the business of air transportation, as defined by the act. Any 
1pplicant which cannot or does not meet the tests of the act should be 
denied the right to engage in the business specified by the act. 

These policies were, I believe, intended by the Congress when it 
sussed the Civil Aeronautics Act of 1938. If not, it would have pro- 
ided otherwise. We, the larger carriers, are required to and do 
ibide by the policies of the Civil Aeronautics Act in the conduct of 

our business. We reasonably expect others, who desire to engage in 
the business and compete with us, to do so in the same lawful manner. 

I should like to discuss briefly the basic characteristics of air trans- 
portation. A clear understanding of transportation economics will 
explain why Congress provided for regulation of airlines, and why 
‘ is illegal to operate a scheduled airline service without first proving 
the need for that service and obtaining a certificate of public con- 
venience and necessity authorizing its operation. 

Without sound regulation, air service would tend to gravitate to the 
inajor markets—and the development of an unsubsidized national air 
transportation system would be virtually foreclosed. A few strong 
air-travel markets hold the promise of profitable operations. Unless 
restricted by law, the owners of aircraft tend to move into these major 
markets, and abandon lesser markets. 

The national interest requires air service over a nationwide network 
of routes, including many segments where the traffic is thin and sub- 
ject to wide variation. American Airlines, for example, serves some 
70 cities. Most of these cities are small, compared with such large 
cities as New York and Chicago. For example, 36 of the cities, or over 
half, have populations of less than 200,000. Justification for service 
to some of the smaller cities is marginal, but service can be maintained 
without subsidy because the overall system is supported by earnings 
on the higher density traffic routes. 

Other forms of transportation have essentially the same basic char- 
acteristic. Railroads and motor carriers, like airlines, cannot well 
serve the national interest if unregulated, uneconomic, and wasteful 
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competition is permitted to unduly dilute traffic. Congress has accord- 
ingly enacted such laws as the Interstate Commerce Act, the Motor 
Carrier Act, and the Civil Aeronautics Act, which alike prohibit 
engaging in transportation over fixed routes without a certificate of 
public convenience and necessity. 

As the House Committee on Interstate and Foreign Commerce 


pointed out in its 1937 report recommending enactment of a Civil 
Aeronautics Act: 


The present air-transportation system has been developed at great expense 
both to the Government and private industry, to say nothing of the lives taken 
during this development. It is now seriously threatened by the initiation of 
unregulated airlines, unhampered by any duty to perform the governmental 
service of carrying mails and not covered by the present law. The Government 
cannot allow unrestrained competition by unregulated air carriers to capitalize on 
and jeopardize the investment which the Government has made during the past 
10 years in the air-transport industry through the mail service and which was 
planned to permit and at present is permitting the Government to carry on its 
airmail service at constantly decreasing costs per unit. 
















































































At that time, the air-transport industry was chaotic, financially 
unstable, and heavily subsidized. Some $120 million had been in- 
vested in commercial aviation in the United States, of which $60 
million had been lost. The balance sheets of many leading airlines 
were shockingly weak. Mail pay averaged $2.12 per ton- ‘mile and 
the airlines’ mail revenue equaled 60 percent of their nonmail revenue. 

Last year, almost 95 percent of the domestic airmail was carried at 
nonsubsidy rates ranging as low as 45 cents a ton-mile—substantially 
below the charge for carrying passengers—and mail revenue was only 
5 percent of domestic trunkline nonmail revenues. 

The backbone of the industry, of course, is the certificated airlines. 
These certificated carriers are authorized to provide regularly 
scheduled services over fixed routes. They are required to provide 
adequate service to each city named in their certificates, and to abide 
by numerous other regulations. The certificated carriers, for example, 
cannot provide scheduled service to cities off their routes. Such regu- 
lations are designed to prevent uneconomic, wasteful competition in 
what is today a highly competitive industry. The leading carriers 
face competition of other certificated carriers for nearly two-thirds 
of their traffic. 

This progress toward a financially stable, self-sufficient domestic 
airline industry has been made without destroying small businesses in 
and related to the industry. Instead, the number of small carriers 
has consistently increased. 

In business alongside the certificated airlines are many other con- 
cerns, both regulated and unregulated, whose income stems from civil 
aviation. 

In the unregulated field, thousands of business concerns, a few large 
but mostly small, provide on-the-ground services to those who fly. 
This group includes dealers in aircraft, spare parts, and gasoline, 
aircraft- and engine-maintenance concerns, caterers, ground trans- 
portation companies, ship cleaners, travel agents, suppliers, and many 
more. These offer a fertile field for small business. 

Likewise numerous are the businesses which operate aircraft for 
the commercial carriage of passengers or cargo, other than the cer- 
tificated air carriers. For example, some 2,000 concerns now conduct 
small irregular and “air taxi” operations using aircraft of less than 
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2.500 pounds. These 2,000 are virtually all small businesses. They 
must find aviation profitable, or there would not be so many of them. 

There are also some 60 so-called large irregul: ar carriers, authorized 
to operate transport-type airer aft—DC-3, C46, DC-4 and other 
aircraft weighing more than 12,500 poendi-on an irregular and in- 
freque nt basis. 

This group of 60 carriers is better known as the “nonscheduled car- 
riers” or “nonskeds.” Unless they can prove public convenience and 
necessity they are prohibited by law from providing regularly 
scheduled services over fixed routes. They are permitted to concen- 
trate on special air movements, charter services, specialized services, 
ind similar activities. Their function does not require regular or 
frequent trips between any given pair of points. In addition, they 
are authorized to conduct virtually unlimited nonscheduled services 
for the military department. 

Most of the “nonskeds” have apparently found it possible to live 
within the law, and many of them have built up profitable businesses 
while so doing. You can see this from their financial statements. 

We do not object to the “nonskeds” which live within the law, or 
oppose their continuance in business, or propose that they have less 
than equal opportunity to qualify under the act. 

But a fraction of the 60 “nonskeds” are not content with the opera- 
tions lawfully open to them. This group of “nonskeds,” individually 
or through combinations, persistently concentrates on route-type 
services. They operate regular ly, offering daily scheduled service, 
over the Nation’s s principal air routes, in direct competition with the 
certificated, scheduled air carriers, and in open defiance of the act and 
the Board’s orders and regulations. 

The Chairman of the Civil Aeronautics Board recently testified 
before this committee that in the case of 12 “nonskeds” enforcement 
proceedings against them are justified. He also pointed out that there 
are other border-line cases. 

American Airlines opposes route-type operation by “nonskeds,” 
because it is unfair and unlawful and because it threatens the economic 
stability of the air-transportation industry. 

1. Nonsubsidized service to smaller cities and over marginal route 
segments is at present supported by the revenues from stronger cities 
and segments. 

Almost half, or 47.8 percent, of the stations served by American 
generate less than 7 percent of American’s total passengers. Roughly 
one-fifth of American’s stations generate only 0.7 percent of its total 
passengers. 

Much the same things is true for the certificated industry as a whole. 
Ten cities develop 53 percent of the passenger-miles carried by the 
domestic trunklines; the remaining 420 cities develop less than half 
of the industry’s passenger- -mileage. 

The “nonskeds” operating route-type services concentrate on the 
stronger segments but leave it to the certificated carriers to serve the 
veaker segments. 

The best figures available indicate that the “nonskeds” carry 75 per- 
cent of their traflic between five pairs of cities, and nine-tenths of their 
traffic between 10 city pairs. These are, of course, the cities upon 
which the certificated airlines depend primarily for revenues to sup- 
port nonsubsidized operations. Such city pairs include New York- 
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Miami, New York-Los Angeles, Chicago-Los Angeles, and Chicago- 
New York. 

The “nonskeds” leave it to the scheduled carriers to serve the costly 
short-haul traffic. The “nonskeds” carry less than 6 percent of their 
passengers less than 500 miles, whereas American Airlines carries 
more than two-thirds of its passengers less than 500 miles. The 
“nonskeds” carry more than 75 percent of their passengers over 1,00() 
miles, whereas American Airlines carries only 12 percent of its 
passengers over 1,000 miles. 

3. Even seemingly limited, “nonsked,” route-type operations can 
seriously affect the financial stability of the certificated carriers. 

Siperiiciaily attractive is the “nonsked” suggestion of authority 
limited to, say, 12 flights a month in each direction between any given 
pair of points. Under such an authorization, the 60 existing “non- 
skeds” could operate, for example, 720 round trips a month—24 a 
day—between New York and Los Angeles. The impact of such an 
operation on the certificated industry would be disastrous. 

1. The basic airline industry should be regulated, in its entirety. It 
cannot be half regulated and half nonregulated. 

When a certificated air carrier accepts a certificate, it assumes cer- 
tain obligations and gives up certain privileges. 

These obligations and limitations are enforced, and many of them 
were imposed by the Board, pursuant to the act. We accept such 
regulation as serving the national interest in a sound air-transporta- 
tionsystem. ‘There could be no effective nationwide system of airlines 
if each company were free to abandon service to smaller cities and to 
concentrate on whatever markets appeared to it to be profitable. Eco- 
nomically sound air transportation is possible only if the industry is 
orderly and the airlines respect the regulations of the Board. The 
industry cannot be half regulated and half unregulated. You can 
readily see the chaos that would occur if all 14 trunklines— or even 
half of them—were permitted to abandon their less profitable route 
segments and seek, without restriction, more profitable areas. But 
if the “nonskeds” are to be free to ignore the Board’s orders and regu- 
lations and fly where they please, when they please, other companies 
should not be required, or expected, to forego the same privilege. 

You will note that our opposition to the route-type, “nonskeds” is in 
no way an opposition to small business—or, indeed, to business com- 
petitors of any size, large or small. We believe in competition between 
airlines when it is economically justified and lawful. We do not be- 
lieve in illegal, wasteful competition. 

The Board has not, however, been sufficiently aggressive in enfore- 
ing the act and its regulations. As a result, several of the “nonskeds” 
now conduct unauthorized route-type, regularly scheduled operations 
in violation of the act and the Board’s orders and regulations. The 
Board should be encouraged and required to enforce the law. The 
Board should have the continuing support of Congress and its mem- 
bers in so doing. 

Such an see program would not be a discrimination 
against small business. 

It is clear that the problem of who shall conduct route-type opera- 
tions is not a problem of small business against big business. It is 
purely and simply a problem of regulation in accordance with law 
and sound economics. 
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Many of the presently certificated air carriers are small business. 

On the other hand, many of the “nonskeds” are larger than many 
of the certificated carriers. 

While there are some 60 “nonskeds,” the bulk of the “nonsked” coach 
operation has apparently fallen into the hands of three or four con- 
cerns who control about 60 percent of all domestic “nonsked” opera- 
tions. ‘They come before this committee as smal] business but in 
reality they are not. One of these concerns has distributed a con- 
solidated statement of profit and loss for a recent year. Taken at 
face value it shows that this combine earned as net operating profit— 
before taxes—more than $1,150,000 for the year 1950—or more than 
any one of the 6 certificated domestic trunk lines, 20 local service or 
feeder carriers and 3 certificated Penn arr.ers for the same period. 

Another large irregular or “nonsked” carrier, which concentrates on 
nternationa] operations, reported revenues in excess of $12 million 
for a recent year. The figure is greater than the revenues for the 
same period of any one of 6 certificated domestic trunk lines, to say 
nothing of the 20 local service or feeder carriers, and the 3 certificated 
domestic all-cargo carriers. 

During a recent year, one group of “nonskeds,” who operate under 
common ae so that they should be regarded as a single carrier, 

claimed a greater volume of passenger business than Western Air 
Lines or Cc hiicago and Southern, or Continental, or Mid-Continent, 

r Colonial, or Northeast, or Inland, all certificated domestic trunk 
lines, to say wnlidens of the local service carriers. 

Duri ing this same per iod, at least two other “nonskeds” conducted a 
larger passenger business than some of the domestic trunk lines. The 
volume of business done by the “nonskeds” as a whole was almost 
three times that done by the certificated local service carriers. 

Data such as these show that no line can be drawn, or has been 
drawn, that marks small business as noncertificated, and big business 
is certificated. There are certificated small businesses, and there are 
“nonskeds” that are not in truth small businesses. This underscores 
the fact that the problem is one of sound economic regulation, not one 
of small or large—or some other size—business. 

Enforcement of the act and the Board’s orders and regulations 
would not deprive the American people of low-fare, coach-type air 
services. The certificated carriers are now providing the bulk of such 
services. They can, and will, provide such services in adequate 
volume. 

The certificated domestic trunk lines now provide over 314 times 
the volume of air tourist or coach service that the “nonskeds” pro- 
vide domestically. 

We estimate that the certificated domestic trunk lines will operate 
approximately 4.6 billion available seat-miles of coach services in 
1954. This is an increase of almost 1.5 billion seat-miles over the 
certificated domestic coach services operated in 1952. This increase 
alone represents sufficient capacity to carry almost twice as many 
passenger-miles as have ever been carried in 1 year in both commercial 
and military operations by the domestic “nonskeds.” 

The airlines have done a remarkable job in keeping their fares at 

low level during the inflationary period experienced since 1940. 
During this period airline fares have increased only slightly, and 
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some of them are substantially lower. First-class railroad fares, on 

the other hand, have increased 45 percent since 1940 and the Consumer 
Price Index has gone up approximately 90 percent. These examples 
clearly show that the airlines have been sincere and successful in their 
efforts to keep their rates to the public low. 

Congress has had more than a quarter of century of experience 
in the regulation of transportation. You have insisted on a con- 
sistency of policy in the regulation of the various forms of transpor- 
tation. Running through all of the regulatory legislation affecting 
the rail lines, the highway carriers, and air transportation is the 
test you have imposed: That the applicant shall be required to prove 
public convenience and necessity; that he shall be fit, willing and able 
to provide the service. That is a sufficient test and no other is re 
quired. 

The Cuatrrman. Mr. Smith, that was a very interesting report that 
vou gave us. Senator Saltonstall of Massachusetts had planned to be 
vere this morning, and he just sent word that he was unable to make 
it. He is chairman of the Armed Services Committee and therefore 
he has a terrific responsibility, and I know that they are in session. 

Mr. Smith, do you have at the present time any applications for 
the purpose of extending your lines to any other section of the 
United States or the world ? 

Mr. Smirn. Yes, nearly all the carriers have some applications. We 
have some on file with the Board. 

The CHarman. You are complaining at times, I presume, that 
the CAB is dragging their feet and not acting on those applications / 

Mr. Smiru. Well, I think our position is a little different than 
that. We went through one seige of duplication some years ago where 
practically every route anybody ever operated was duplicated by the 
Board, and in my opinion it nearly broke the airlines, and frankly 
we advocated then and we continue to advocate, that we be per 
mitted to get our feet on the ground before we get duplicated again. 
Some of our competitors in the airlines field are practically taking the 
map of American Airlines and applying for the whole thing. 

The Cuarrman. Has your business grown over the past 5 years? 

Mr. Smiru. Just about doubled. 

The Cuatrman. And the growth has been comparable to that over 
the past 10 years? 

Mr. Samir. It has been accelerated considerably since the war. 
The real growth in air transportation has been since the war. 

The Cuarrman. The growth was not due to the fact that you were 
permitted to extend your line of travel or your service; it was pri- 
marily the greater acceptance of air travel ? 

Mr. Smrru. Well, all of the companies in the industry have enjoyed 
participation in the growth. There hasn’t been a great deal of differ- 

ence between the growth of the different companies. 

The CuatrMan. That is the only thing that bothers me as we see 
this growth taking place. Every once in a while we have a sort of 
vacuum where we do not have the services that the public needs and is 
crying for. This entire aviation picture has developed from the days 
of barnstorming. The early passenger took his heart in his throat. 
you might say, and took his first flight. He was scared to death and 
he probably vowed, “I will never go up again if I ever get back on the 
ground.” Nevertheless he did go up again, and then again, and the 
fear of flying gradually disappeared and public acceptance took place. 
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Now the “nonskeds” came into the picture, and they filled a vacuum 
which public opinion began to accept, and travelers began to go by 
plane rather than by taking the motorbus or the train. On the other 
hand, we as a committee sit here, and we try to advise the CAB, and 
we try to safeguard the schedules so that a “fly by night” doesn’t 
come in and create competition that might well wreck a regularly 
scheduled operator who is doing his utmost and at the same time is 
hovering just between a red column and a black column in his financial 
sheet. 

We are trying to make certain that as this whole aviation transporta- 
tion system develops and grows there will be an opportunity for a new 
man coming in and becoming a regular-scheduled operator, because 
that was how the regular-scheduled operator got his first opportunity. 
He was aviation-minded, he barnstormed, commenced to serve a regu- 
lar flight between two points, and from that he extended to the third 
point. Finally he was courageous enough to lay out a pattern of 
many points. 

That was the birth of the Northwest. It was the birth of your 
organization. It will be the manner that birth will be given to other 
-chedules at some future time. 

So these “nonskeds,” while they are a bird in your hair once in a 
while, yet if we were to say as Members of Congress, and as the CAB 
said: 

There isn’t a spot anywhere now that isn’t already served by scheduled or 

can’t be served by scheduled, and therefore we won't let you in. 
We will have closed the door as tight as if a vault were sealed off as 
to the future opportunity of anybody getting into the business, unless 
they bought you out or bought somebody else out, because you would 
have an application covering every single route in the world that 
showed a red-penny opportunity. 

That is the picture that we have got here as Members of Congress 
and that the CAB has. It worries me to make certain that we do 
not in some manner infringe upon the good system of aviation trans- 
portation that the schedules are rendering this country, but at the 
same time give opportunity to a new man having a chance to get into 
the picture somewhere along the line. 

Mr. Smrru. Well, let’s look at the record. There is certainly 
nothing wrong with that position. In fact, I think that is the position 
contemplated by the act. 

In 1938 we had 18 carriers and now we have 35, and 4 of the 18 
have been consolidated with somebody else, so you are now talking 
about 14. Since 1938 you more than doubled the number of com- 
panies in the industry. That is evidence that there is opportunity for 
them. 

Practically all of those companies that we are talking about, prac- 
tically all of the 21 companies, were small business, not one that is 
comparably large. 

Now, let’s get back to the question of where the vacuum, if any, 
exists. Between Los Angeles and New York, Chicago and New York, 
Chicago and Los Angeles, Miami and New York, New York and Oak- 
land, there are 5 city pairs, and in September 1951, 77.4 percent of 
the “nonsked” business was conducted there. 
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The “nonskeds” have shown no interest in operating between smal! 
cities. They have conducted most of their business between the prin- 
cipal cities of the country. 

In nearly all cases you have three large competitive airlines operat- 
ing between those same cities. It is a small number of cities. 

I think that the airlines have indicated that they are able to pro- 
vide all of the service required between those cities oy any reasonable 
test of public convenience and necessity, so that the “nonskeds” by 
their own operation are not requesting the opportunity to engage in 
the pioneering work that you talk about which occurred in many cases 
between very small towns. 

I started out in the airline business in Texas and we didn’t have 
any large towns down there, so if we wanted to start, we started be- 
tween small towns, but there is nothing in the record of “nonskeds” 
that indicates that. As a matter of fact in September 1951, 90 per- 
cent of the revenue of the “nonskeds” came out of 5 towns and 10 
percent came out of all of the rest of the towns of the United States. 
It came out of New York, Los Angeles, Chicago, San Francisco, and 
Miami. 

Now there is no problem in scheduled air transportation about 
serving the cities of New York, Los Angeles, Chicago, San Francisco, 
and Miami. You have a multitude of large airlines doing that. You 
have capable airlines and they can provide all the service between 
those cities that public convenience and necessity requires. 

It all gets down to whether we are going to judge this business on 
the basis of the test of public convenience and necessity or not. That 
is what the law says. The 21 small carriers that got into the business 
since 1938 got in there by proving public convenience and necessity, 
and a lot of them proved public convenience and necessity between 
small towns. 

There is no effort in that record that anybody wants to prove pub- 
lic convenience and necessity except between very large towns. That 
is where the people live, a large percentage of the people in the United 
States, in those towns. It is evidently easier to sell a ticket to New 
York than to Dubuque, Iowa, because 11 million people live around 
New York. 

Everybody wants to serve New York. As a matter of fact, one of 
the great competitions between certificated carriers is to edge each 
other out and get into New York. There is nothing unique about 
that. But I don’t think that any nonscheduled carrier is going to 
prove public convenience and necessity between those special groups 
of cities, because I don’t think the record will sustain it. 

The CyatrmMan. Senator Hendrickson, have you any questions? 
This is Mr. Smith of American Airlines. 

Senator Henpricxson. Mr. Chairman, I would hesitate, coming 
in late like this, to ask questions, because it would probably bring 
repetitious responses. 

The Cuatrman. I made the statement when Mr. Smith completed 
his statement that he had given a very good, intelligent report. 

Senator Henprickson. I might ask Mr. Smith this question, Mr. 
Chairman. Are these schedules that you have there in this formal 
statement ? 

Mr. Smirn. Those are not. I will be glad to give you this if you 
would like. I certainly want to prove the point if anybody asks any- 
thing about them, so I have the supporting data. You are welcome to 
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iny or all of it. It is all fact. That is what we are trying to get in 
the record. 

The Cuarrman. No; I thought your statement covered all of the 
facts. 

Senator Henpricxson. If we could have the schedules for the rec- 
ord, I think it would be helpful. I might say, Mr. Chairman, I want 
to apologize for being late. I was in conference with a delegation of 
small-business people from New Jersey. 

The CHarrMan. Well, we were happy when we saw you come in. 
This schedule will be incorporated in the record at this point. 

(The document above referred to follows :) 


REBUTTAL EXHIBIT No. AA-414 


PRACTICALLY ALL THE IRREGULAR CARRIERS’ TRAFFIC IS CARRIED BETWEEN A FEW 
ParRs OF CITIES 


. Seventy-five percent is carried between five city pairs. 
Almost nine-tenths is carried between 10 city pairs. 


March 1951 


City pairs in rank order of passengers 


Rank Number of passengers 


Cumulative 


| 
| 
Number | Percent | 


| 
Number Ip ercer | Nun iber | Percent 
| 





Bet ween— | se Segment 
a 
af 


Miami-New York 
Los Angeles-New York. -- 
Chicago-Los Angeles 
Chicago-New York... 
New York-Oakland 
Chicago-Oakland 

New York-San Juan 

Los Angeles-Oakland _. 
Chicago-V iami ‘ 
Los Angeles-Philadelphia 


5, 239 24.3 
9, 335 3.3 
11, 896 2 
14, 217 | 

15, 955 | 

16, 729 | 

17, 390 

17, 906 | 

18, 429 | 

18, 615 


pepe eee. 


ee Baisircrewntd . acti , 56 ’ 21, 561 
Note.—The above city pairs only serve 7 cities. 


City pairs in rank order of passenger-miles 


Rank | Number of passenger-miles 
} | 
Between— Segment Cumulative 


ee roa eats 


| 
Number | Percent| Number | Percent 


| Thous. | | Thous. | 
10, 113 | 10, 113 
§, 763 | 15, 876 
4, 484 | 20, 360 | 
am 24, 814 
26, 494 | 
7, 966 
29, 032 | 
29, 546 
29, 991 | 
30, 386 | 


Los Angeles-New York. 
Miami-New York 
Chicago-Los Angeles 

New York-Oakland 
Chicago-New York. 
Chicago-Oakland . 

New York-San Juan 
Chicago-M iami ‘ 
Los Angeles-Philadelphia 
Kansas City-Los Angeles _. 


GO orm CO pO 
ANAINSBHHDOO 


ae nono an 
SANwrIQeoner 


| 


. 0 34, 680 34, 680 


So 


Note.—The above city pairs only serve 8 cities, 


Source: Origination and destination data submitted by the ‘‘nonskeds’’ in Docket No. 5132 et al. 
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September 1951 


City pairs in rank order of passengers 


Number of passengers 


| Segment Cumulative 
| Number | Percent|— 7 aoe —— 


Number | Percent Number | Percent 


| 

7 : 22.4 | 7, 344 
13, 325 
0 18, 230 
7 3, | i 21, 494 
4 2, 1! . 23, 644 
0 | 

4 


Between— 


Los Angeles-New York 
Chicago-New York 
Chicago-Los Angeles 
Miami-New York 

New York-Oakland 

Los Angeles-Oakland 
Chicago-Oakland 

Los Angeles-Philadelphia 
Kansas City-Los Angeles 
New York-Seattle 


25, 312 
26, 251 
| 26,729 
0 2} 27,124 
7 ‘ .8| 27,398 | 


CSenQat Wwe 
PSOne SOD oO 


Total 100.0 100. 


Note.—The above city pairs only serve 8 cities. 


City pairs in rank order of passenger-miles 


Rank Number of passenger-miles 


Between Segment | Oumulative 


Number | Percent |—————_7—— | l 
Number Percent); Number | Percent 


a a 


Thous. | | Thous. 
Los Angeles-New York 18, 132 35. 18, 132 
Chicago-Los Angeles { : 8, 589 | 16. 26, 721 
New York-Oakland : 5,510 | 10. 32, 231 
Chicago-New York 7 4, 330 s 36, 561 
Miami-New York § : 3, 590 5 40, 151 
1, 
§ 


Chicago-Oakland 731 41, 882 | 
Los Angeles-Philadelphia 144 43, 026 | 
New York-Seattle 5 660 43, 686 
Los Angeles- Washington ¢ 5 630 | 44, 316 | 
Los Angeles-Oakland 5. 7 565 44,881 | 


—-NONWOWOSS 


Total... ( 100. 0 51, 869 51,869 | 100. 


NOTE The above city pairs only serve 


Source: Origination and destination data submitted by the “nonskeds” in docket No. 5132 et al. 


The Cuatrman. The next person will be Mr. Coates Lear, Over- 
seas National Airways. 
Will you state your name for the record, sir? 


STATEMENT OF COATES LEAR, WASHINGTON, D. C., VICE PRESI- 
DENT, SECRETARY, AND DIRECTOR, OVERSEAS NATIONAL AIR- 
WAYS, INC., SAN FRANCISCO, CALIF. 


Mr. Lear. I have a prepared statement. 

The CuarrMan. Yes, sir, we have it right here before us. You are 
representing the Overseas National Airways? 

Mr. Lear. Yes, sir. 

The Cxuatrrman. Does your report give all the history of it, and so 
forth ¢ 

Mr. Lear. Yes, sir. 

The Cuarrman. You may proceed. 
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Mr. Lear. My name is Coates Lear. I am a lawyer with offices in 
the Cafritz Building, Washington, D. C. I represent Overseas Na- 
‘ial Airways, Inc., an irregular transport carrier operating pur- 
uant to the Civil Aeronautics Act of 1938, as amended. I am also 
vice president, secretary, and a director of this company. 

Overseas National Airways operates four DC-4 aircraft which, 
<ince July 1, 1950, have been devoted exclusively to the Korean airlift. 
F or the period July 1, 1950, through September 30, 1952, the company 

lew 8,130,067 miles in the Korean airlift, generating 98, 033,420 rev- 
enue passenger-miles and 26,325,293 revenue freight ton-miles. Over- 
seas has 141 employees, of which 111 are flight personnel and 30 are 
cround and administrative personnel. 

On April 24, 1951, 1 appeared before this committee on behalf of 
Overseas National Airways and, at that time, set forth a plan which, 

my opinion, would enable the large irregular air carriers to sur- 
vive and could be put into effect by the Civil Aeronautics Board within 
the existing framework of the Civil Aeronautics Act. Very briefly, 
this plan would (a) permit such carriers to operate up to 12 round- 
(rip flights per month, carrying persons and property between any 
pairs of points in interstate, overseas, and foreign air transportation, 
and (6) authorize such carriers to engage in unlimited charter 
ervices. 

| wish to urge that this plan—or a substantially similar one—be 
mediately put into effect to enable the survival of irregular air 
carriers in the interest of commerce and the national defense. 

In my testimony before this committee in April 1951, I stated in 
effect that the Civil Aeronautics Board has consistently failed to 
understand the nature of irregular air carriers and the particular 
problems which are characteristic of this portion of the civil-aviation 
industry. To the best of my knowledge, no member of the Civil Aero- 
nautics Board, nor any employee of the Board in a policymaking 
capacity, has ever had any practical experience in the irregular-air- 
carrier business. When the Civil Aeronautics Board was established 
in 1938, the total nonmail revenues of all domestic airlines during that 
year were only $27,047,000. The gross revenue of the large irregular 

carriers, for the year ending September : 30, 1952, was $80,604,000, or 
approximately 3 times the commercial gross revenues of all domestic 
airlines in 1938. 

In enacting the Civil Aeronautics Act in 1938, the Congress obvi- 
ously believed that the civil aviation industry was of sufficient im- 
portance to the commerce and the national defense to warrant the 
establishment of an entirely new agency of the Government to regu- 
late and promote the development of the industry. Yet, the fact 
remains that the irregular-carrier industry—now three times as large 
as the original industry—does not now have, nor has it ever had, the 
benefits of being regulated by persons with a practical knowledge of 
the business. Thus, the industry is faced with extermination without 
representation. 

Mr. Gordon Bain, director of the Board’s Bureau of Air Opera- 
tions, stated before this committee on March 31, 1953, that the irregu- 
lar air carriers had never contributed any traffic to the scheduled 


airlines. 
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During the period July 1, 1950, through September 30, 1952, Over- 
seas transported 16,612 passengers between the West Coast of the 
United States and various points in the Far East. On the outbound 
movements these passengers were, in large measure, transported to 
San Francisco by the scheduled airlines. Conversely, on the inbound 
movements, the passengers transported by Overseas from the Far 
East to the San Francisco area were turned over to the scheduled 
airlines for transportation to various points within the interior of 
the United States. If we assume that only one-half of the total 
passengers transported by Overseas originated from, or were ulti- 
mately destined to, points on the east coast of the United States, Over- 
seas has, in connection with its Korean airlift activities alone, gener- 
ated over $1 million in passenger revenues for the transcontinental 
airlines. In addition, Overseas has a maintenance and ‘ground- 
handling contract with one of the largest scheduled airlines and has, 
during the past 3 years, paid this carrier in excess of $600,000 in 
maintenance and ground-handling charges. 

It is the avowed policy of the Congress, as set forth in section 2 of 
the Civil Aeronautics Act, to promote the development of civil avia- 
tion to the maximum possible extent. The Civil Aeronautics Board 
is charged by law with the duty of administering this act and of 
fostering the policy set forth by the Congress. Under such cireum- 
stances, there can be only one valid reason for the Board’s failure to 
allow the large irregular air carriers some reasonable limited access 
into the civil aviation field. This is the belief on the part of the 
Board as set forth by its chairman, Mr. Oswald Ryan, before this 
committee on March 31, 1953—that the irregular air carriers may 
compete with the scheduled airlines, divert traffic from them, and 
thereby increase the need of the scheduled airlines for Government 
subsidy. 

The Civil Aeronautics Board has also contended that a substantial 
number of the irregular air carriers have in fact operated a frequent 
and regular service in competition with the scheduled airlines, and 
in violation of the Board’s economic regulations. Thus, the argu- 
ment that the irregular air carriers increase the subsidy needs of the 
scheduled airlines presupposes that the irregular air carriers have in 
fact diverted traffic from the scheduled airlines and thereby increased 
their subsidy needs in the past. Yet, there is no evidence whatsoever 
that this has been the case. On the contrary, as admitted, by the 
Board, the irregular air carriers pioneered the air-coach business 
which, as admitted by the Board, has been the greatest single boon to 
the scheduled airlines since the end of World War II. Indeed, the 
total nonmail revenues of the domestic scheduled airlines increased 
from $154,218,922 in 1945, to approximately $657,386,000 in 1952; 
and during this same period, the amount of mail pay which such car- 
riers received declined from 18.35 percent of their total revenues to 
only 7.92 percent of their total revenues. 

Certainly, the irregular air carriers should be given some credit 
for having educated persons in the low-income brackets to the use of 
air transportation, particularly since such newly created traffic has 
now been turned over, in large measure, to the scheduled airlines. 

There is substantial evidence that the irregular air carriers have, in 
fact, saved the American taxpayer—who must ultimately pay the 
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subsidy bill—many times the amount of any alleged increase in sub- 
dy to the scheduled airlines caused by the competition of the ir- 
regulars. 

There has been introduced in evidence in the Irregular Air Carrier 
Investigation, Docket No. 5132 et al., exhibits prepared by the Civil 
\eronautics Board’s staff showing the operations of all civil air car- 
riers on the Korean airlift for the year 1951. During that year, the 
Government paid all such contractors a total of $5 3,044,9 53; and all 
ontractors operated a total of 34,041,776 revenue-miles. All con- 
tractors operated DC aircraft over substantially the same routes be- 
tween the west coast of the United States and the Far East. The rates 
paid per mile ranged from $1.17 for Overseas National Airways to 

79 per mile for Northwest Airlines. Northwest received during 
1951 a subsidy from the Government of $2,997,000 in connection w ith 
ts Pacific operations, and has extensive routes and experience in trans- 
pacific operations. 

And that is in addition to the Korean airlift operation. 

Phe Cuarrman. What were you transporting at a rate of $1.17? 

Mr. Lear. Passengers, litter cases, wounded personnel, high-prior- 
ity cargo. 

The CuHatrrman. The Government would tell you what airport to 
come into? 

Mr. Lear. That is true; yes, sir. 

The Cuarrman. You would land at a military airport? 

Mr. Lear. That is right, Travis. 

The Cuarrman. And then the Government would assist in the load- 
ng and everything. In other words, you just brought the airplane in 

ind set it down. Government personnel came in and proceeded to put 
evelilibian into the plane that you were going to fly, and then they 
gave you positive instructions when you were to take off and your 
destination. You were just the pilot and you just had the responsi- 
bility of the plane, and then the instructions and orders were given? 

Mr. Lear. Well, not exactly, sir. We provide our own stewardess 
service and our own ground handling facilities, our own maintenance. 
As a matter of fact the contract that I referred to there 

The Cuarrman. Yes; I appreciate you have the maintenance but I 
mean that you did not have to have any responsibility of the ground 
equipment such as the hangar, the airport or the operation 

Mr. Lear. I would say we had every responsibility except the physi- 
cal loading and unloading, and sometimes we had that responsibility. 

The Cuarrman. How could you if you came into a military airport? 

Mr. Lear. You don’t necessarily fly into all military airports, sir. 

The Crarman. I will grant you that, but in the event you were 
taking off from, we will say, Tokyo, you would come in there because 
the Army § said “We have so many soldiers that are to be flown back 
to the States.” 

Mr. Lear. Yes, sir; that is correct. 

The Cuatrman. And they say “Your plane will land or be avail- 


able at such-and-such an airport at such-and-such a time and shane 


will be so many men and we have so much cargo, mail,” or whatever it 
might be. 
Mr. Lear. Yes, sir; that is correct. 
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The Cuamman. And then you fly right out. Now, you have made 
mention of Northwest in your report. How would they handle 
Northwest ? 

Mr. Lear. Exactly the same way. 

The Cuamman. In other words, Northwest would take one of their 
planes and land at the same place ¢ 

Mr. Lear. That is correct. The operations are exactly comparable 
insofar as the Korean airlift activities of Overseas and Northwest are 
concerned. Yet, there is a difference in the rate between $1.17 and 
$1.79. My point here, Mr. Chairman, is not to argue whether or not 
Northwest should be subsidized on its commercial operations, if 1 may 
make that point clear. 

The Cuatman. I am searching for information now, and that is 
the reason I asked the question at this point, because you gave spe 

cific figures, $1.17 and $1.79. 

Mr. Lear. Yes, sir. 

The Cuamman. And the reason I asked you for your specific ty 
of operation, I want to know just exactly how you handled it, whetlier 
it was soldiers or any type of freight. Therefore, I asked you the 
question “Would Northwest come in and take a flight of soldiers just 
the same as you do?” 

Mr. Lear. Exactly the same; yes, sir. 

The Cuamman. And would Northwest have a rate of $1.79 for 
transporting those soldiers back ¢ 

Mr. Lear. Exactly. 

The Cuarmman, Are you positive about that? 

Mr. Lear. Well, I have never actually seen Northwest operate. 

The Cuarrman. All right, now you have made a statement here for 
this record, sir. That is what leads me to ask you, Are you positive, 
when Northwest came in and sat down on that same airport in the 
same identical manner that you do and picked up the same number of 
soldiers and the same number or amount of freight, that your rate 
would be $1.17 and that Northwest gets $1.79 for that same soldier pas- 

senger per mile that you are hauling? Now, you are positive of that, 
because you have made that st: itement / 

Mr. Lear. I have never been in Tokyo and seen Northwest operate. 
I can’t be positive of that? 

The CHamMan. Where do you get these figures? 

Mr. Lear. I have my source material here. 

The CaarrmMan. We are just searching for facts and information. 
Are you quoting Northwest under their scheduled flights ¢ 

Mr. Lear. No, sir. 


The Cnatrman. Are you quoting Northwest as they would fly a sol- 
ier back from Korea to the United States or to any other point? 

Mr. Lear. Well, sir, in order that the record may be absolutely clear, 
my source for this information is the exhibit prepared by the Bureau 
counsel which I have here and which sets forth the rates paid the 
various contractors on the Korean airlift.’ 

Now, to the best of my knowledge, all of those operations are com- 
parable in the sense that Northwest, United, Pan American, Overseas, 


Trans-Ocean, all of them assign a certain number of aircraft to the 





*Comments by C. Edward Leasure, on behalf of Northwest Airlines, regarding Mr. Lear's 
statement appear on p. 204. 
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lift, and they are used exclusively on the lift for a certain period of 
time. 

Now. the number of air transports may vary from time to time— 
that is, one contractor may have, say, 8 planes on the airlift 1 month 
and he may have 9 the next month—but, to the best of my knowledge, 
the rates which I gave here are comparable, and I would be happy 
to show you the exhibit showing the rates. 

The Cuamman. That would cause the Armed Forces considerably 
more money to pay the difference between $1.17 and $1.79. 

Mr. Lair. That is exactly the point I am trying to make. 

The Cuarrman. And I was trying to get positive facts into the 
record here. : 

Mr. Lear. Of course, anything that I give would be based ultimately 
upon Air Force records. I am not connected with the Air Force, 
but I do have the exhibit here, if the chairman would like to see it. 

Senator Henpricxson. That difference is startling. 

The CHarrman. It is. You take $1.79; that is 62 cents more per 
mile. 

Mr. Lear. Since you are taking an interest in this point, Mr. Chair- 
man, I might enlarge a little bit on it and point out that all of the 
rates paid the contractors are always subject to price redetermination 
at any time, and they are also subject to renegotiation. So, it may be 
that this rate Northwest received after they get through with renego- 
tiation, the Government may take some money away from them. 

That would also be true of Overseas and all the other contractors. 
I might also add that to the best of my knowledge the only official 
data on the Korean lift—— 

The CuarrMan. Did you bid on that Korean lift? 

Mr. Lear. No, sir; it was a negotiated price. I might make this 
point, Mr. Chairman. 

As I recall it, we made one of the first flights for the military to 
Japan, hauling at that time these new 3-inch “bazookas to try to stem 
the Communist forces in Korea. This is just to the best of my 
knowledge—I will have to make that very clear—but I think our 
original rate was something like $1.73 a mile. 

In other w ords, it was a very high rate, and very shortly thereafter 
we were subjected to price redetermination, and we never actually 
received the $1.73 rate because we were ordered by the Government 
to make so many free flights to use up the difference between the rede- 
termined rate and the or riginal rate. 

The point is—and I think this is very important from the stand- 
point of the regular air carriers—the Government did not know at the 
time this Korean lift started how efficient we could be. That is evi- 
denced by the fact they gave us the rate of say $1.73, but after we 
started operating we provided an excellent yardstick to bring down 
the cost of the other carriers, and without such a yardstick it would 
have been physically impossible in my opinion for the Government 
to have said to Northwest or to Pan American or United, “You can 
operate at $1.33 a mile.” There would just be no basis on which 
to make such a statement. 

But overseas where you have your regular air carriers who can 
operate at say $1.17, $1.20 or $1.25, then it is pretty difficult for North- 
west, for example, to say, “Well, we can’t do it,” when it is exactly 
the same type of operation. 
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Senator Henpricxson. Are your contracts with the Air Force or 
with the Army ? 

Mr. Lear. With the Air Force, sir. 

Senator Henprickson. There is one question I would like to ask. 
I want to be clear on this point. I gathered from your testimony 

» far, Mr. Lear, that all your ie or most of your business is 
oetmenite with the military. 

Mr. Lear. It is all with the military since July 1, 1950; yes, sir. 

The CHarman. When did you commence? 

Mr. Lear. Well, the company has been in existence since 1946, 
Very briefly, we applied for a certificate for public convenience and 
necessity in the Air Freight case. At that time the regulations re- 
quired no company in the freight service or passenger service could 
operate a regularly scheduled service. 

We felt in order to comply with the regulations, or rather if we did 
comply with the regulations, it would be impossible to generate any 
freight traffic transcontinentally, so we tried to maintain a fairly large 
organization, I mean by that 15 or 20 employees, and hold on for a 
certificate. 

Well, very much to our surprise the Board in June 1947, issued a new 
regulation which was then known as section 292.5 of the economic 
regulati ions and which said in effect everybody who had been operating 
» regularly scheduled freight service would be entitled to a temporary 
certificate. In other words, they would be entitled to continue to 
operate regularly, whereas those who had been complying with the 
law wouldn’t get any such privilege, so we dropped out of the freight. 

Then we made an arrangement with another irregular contract car- 
rier, and aircraft were operated pursuant to that arrangement until 
the latter part of 1949. Then we went to regular commercial opera- 
tions, but we found that again we were so restricted by the Board of 
Regulations that it was practically impossible for us to operate. The 
company was so close to bankruptcy that—— 

The Cuarrman, What was the nature of the restrictions? 

Mr. Lear. The restriction that you cannot operate between any 
pairs of points except on an irregular and infrequent basis, and prob- 
ably more important, the absolute bar against the transportation of 
passengers 1n foreign air transportation. 

The Cramrman. In other words, a country such as France or Italy 
or England would not permit you to fly any passengers? 

Mr. Lear. Well, no sir. I mean by that since September I believe, 
1947, there has been an absolute bar against any irregular carrier trans- 
porting passengers in foreign air transportation. That foreign air 
transportation is defined as transportation between the United States 
and some point in a foreign country. 

The Cuamman. That is what I wanted to get cleared up, whether 
it was a ban that the foreign countries had imposed or whether it was 
a ban between here and foreign points. 

Mr. Lear. No, sir; it was a ban on the part of the Civil Aeronautics 
Board. 

The Cnarrman. Did you ever make application as a regular carrier 
for overseas ponents service ? 

Mr. Lear. No. Weare now prosecuting an application in the North 


Atlantic Cargo case. The only application which we prosecuted prior 
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to that was the application for transcontinental cargo service, but we 
withdrew shortly before the decision in that case because it was ap- 
parent that we had no chance. baat? 

The Cxatrman. You have no application pending now for regular 
scheduled flying? 

Mr. Lear. Well, I suppose we do, sir. We have three applications 

onsolidated in the Board’s investigation of irregular air carriers, one 
for interstate air transportation, one for overseas and one for foreign 
air transportation, and what we are primarily interested in in those 
applications is to obtain authority to conduct up to 12 round-trip 
flights per month between passenger points, the plan which is set forth 
very, very briefly on page 1 of my testimony. 

We are not interested in being a scheduled airline as such unless 
we can obtain the cargo certificate across the North Atlantic, but we 
do want some entry into the field. 

The Cuatrman. Do you fly anywhere except the Korean airlift? 

Mr. Lear. Not since 1950, sir. 

The Cnairman. Do you bring back some of the soldiers now ? 

Mr. Lear. Yes, sir. 

The Crairman. Are you bringing back some of the war prisoners? 

Mr. Lear. I don’t know about that. I know at least one or two 
of our planes are fixed up for litters now. 

The Cnatrman. How many planes do you fly altogether? 

Mr. Lear. Four now. 

The CHarrmMan. You have four? 

Mr. Lear. Yes, sir. 

The Cuarrman. And how many other “nonskeds” are participating 
with you? 

Mr. Lear. Well, there is currently the California Eastern, tech- 
nically they are not a “nonsked”; they are a contract carrier. There 
is Trans-Ocean, Seaboard and Western, Overseas. I believe that is 
the list. 

The Cuatrman. Do you know how many planes all told are in 
volved ? 

Mr. Lear. Approximately 60 planes. 

The CuarrMan, 60? 

Mr. Lear. Yes, sir. I give the figures here on the number of miles 
flown by each class of carrier a little later. 

The Cuarrman., All right, sir, then you may proceed. 

Mr. Lear. Overseas, on the other hand, has never received any 
subsidy from the Government, and until July 1, 1950, never had any 
experience whatsoever in trans-Pacific operations. 

During 1951, the average rate per mile paid the irregular air carriers 
operating on the Korean airlift was $1.44, whereas the average rate 
per mile paid the scheduled—subsidized—airlines was $1.61. The 
nonsubsidized airlines flew a total of 17,645,711 revenue-miles, whereas 
the subsidized airlines flew a total of 16,396,065 revenue-miles. 

I would like to point out there, Mr. Chairman, that the figure of 
17,645,000 miles includes 4,232,963 revenue-miles generated by the 
Flying Tiger line, which is a nonsubsidized all-cargo carrier. The 
average rate per mile paid the irregular carriers, exclusive of the 
Flying Tiger fing, was $1.41. In other words, the Flying Tiger rate 
was a little bit higher than the average of the other irregulars. 
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By virtue of the fact that the irregulars operated at an average 
cost co mile of 17 cents less than the scheduled airlines, the irregulars 
saved the American taxpayers during 1951, in the Korean airlift 
alone, $2,982,125. This is 22.5 percent of the total subsidy paid during 
the fiscal year 1951 to all domestic scheduled airlines with whom the 
irregulars are accused of competing. 

That list includes American, Eastern, TWA, United, Braniff, 
Capital, Chicago & Southern, Delta, National, Northwest, and Western. 

During 1951, Overseas flew a total of 3,230, 183 revenue-miles on the 
Korean airlift, for which operation it received total revenues of $3,- 
779,314. If the number of revenue-miles flown by Overseas had, in 
fact been flown by the large subsidized airlines at their average rate 
of $1.61 per mile, the total cost to the taxpayer of only that portion 
of the airlift operated by Overseas would have been $5,200,594. Thus, 
during 1951 alone, Overseas saved the American taxpayer $1,421,280, 
which is approximately 11 percent of sg total subsidy paid all domes- 
tic scheduled airlines during that year. If, during 1951, the entire 
airlift had been operated at the av cane rate paid the large scheduled 
airlines, the total cost to the taxpayer would have been $54,909,384. 
If, on the other hand, the entire lift had been operated by Overseas at 
its rate of $1.17 per mile, the total cost would have been $39,828,878— 
a saving to the American taxpayer of $15,080,506, or $2,163,506 more 
than the entire subsidy paid all domestic trunk-line carriers during 
1951. Yet, the Civil Aeronautics Board would apparently deny 
Overseas even limited entry into the civil aviation field, on the theory 
that it might somehow increase the needs of the scheduled airlines 
for subsidy payments. 

In 1948, the Congressional Aviation Policy Board made this state- 
ment. I believe that was a Republican Congress, Mr. Chairman: 

The availability to the military air services of commercial transport-type 
aircraft in as large numbers as possible to serve as auxiliary military airlift 
is essential. These aircraft should be in commercial service in order that this 
auxiliary airlift may not be a burden upon the national defense budget in time 
of peace. 

While it is true, as the Chairman of the Civil Aeronautics Board 
has pointed out to this committee, that irregular air carriers have been 
given the right to exploit the military charter business, Overseas must 
look forward to the day when the Korean airlift ends and there is a 
severe curtailment of other military operations. Without some rea- 
sonable access to commercial traffic, Overseas cannot possibly survive 
in time of peace. 

Several years may elapse before a final decision is rendered by the 
Board in its investigation of irregular air carriers. If, before a final 
decision, Overseas and all other irregular air carriers are driven out 
of business, they will obviously be unavailable to serve the interests of 
national defense during some future crisis. That they have made 
substantial contributions to national defense is not disputed by anyone. 
The Board can, as an interim measure, put the plan advocated by 
Overseas into immediate effect. This can be done under a temporary 
authorization which could be revoked by the Board in the event that 
any evidence should develop that the irregular air carriers were, 
in fact, increasing the subsidy needs of the scheduled airlines. Thus, 
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the irregular air carriers would be given a chance to survive under 
rcumstances which could not possibly jeopardize the scheduled air- 
nes, or increase the burden on the American taxpayer. 

Mr. Chairman, with your permission I would lke to just supple- 
ment my statement very, very briefly. Mr. Smith in his statement 
comments to the effect that the irregular air carriers may threaten 
the economic stability of the air-transportation industry. That state- 

lent appears on page 8 of his statement. 

[ have here before me a little booklet prepared by Eastern Airlines 
entitled “50 Years of Flight Progress,” which was circulated at an 
\eroclub luncheon just a few days ago. I would like to point out a 

hart—the pages on this booklet are not numbered, but the chart 
\ppears opposite a picture of a Ford 3-engine aircraft—showing the 
following: In 1938 Eastern flew about 8 million miles. In 1945 
Eastern flew about 28 million. In other words it was an increase of 

0 million miles flown by Eastern between 1938 and 1945. That was 
| period of time where there were no irregular carriers as we know 
them today. 

From 1945 to 1952 Eastern increased from 28 million miles to 72 
\illion miles, an increase of 44 million miles. In other words, since 
he advent of the irregulars their rate of increase has been more than 

louble their rate of increase prior to that time, and they have increased, 
is I say, 44 million miles since 1945, which is more than the entire 
nerease up to 1945. 

The second point I would like to make as a comment on General 
Smith’s testimony, is that in connection with his statement that the 
number of units, that is the number of airline units had increased 
substantially since the enactment of the Civil Aeronautics Act back 
n 19388, I believe he said they had more than doubled. The great 
preponderance of the increase, Mr. Chairman, has been in the feeder 
and local service carrier field, all of which are very highly subsidized 
airlines, and all of which contribute traffic to the scheduled airlines. 

To the best of my knowledge there has been only one case—and 
| happen to have represented this company and obtained the certifi- 
cate for them—in the history of the Civilian Aeronautics Board where 
any competition has been allowed with the so-called grandfather car- 
riers in the passenger and military field. Certain cargo certificates 
have been issued, but the theory of issuing those certificates always 
has been that that is a specialized field. 

There have been cargo certificates, there have been feeder line cer- 
tificates, but there was only one instance, and that was a little com- 
pany out in Hawaii, a route 350 miles long, a situation where there 
was no surface transportation between the islands, and obviously no 
bridges, no roads, so that the only way of getting from one island 
to another was by airplane, and that was the only case in which the 
Board has ever allowed any competition with the grandfather carriers. 

That concludes my statement, Mr. Chairman. 

The Cuarrman. Thank you, sir. That concludes the hearing this 
morning. 

We will resume at 9:30 tomorrow morning in room 457. 
(Whereupon, at 11:25 a. m., the committee recessed to reconvene 


on Wednesday, May 6, 1953, at 9: 30 a. m.) 
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(The following were submitted for the record :) 


Wasuinoton 5, D. C., May 14, 1958. 
Hon. EvwaArp J. THyYe, 


United States Senate, Washington, D. C. 

Dear Senator Toye: The attached statement on behalf of Northwest Air- 
lines is transmitted in accordance wtih my request that the carrier be allowed 
to comment on certain statements made on behalf of Overseas National Airways, 
Inc., before the Committee on Small Business of the United States Senate on 
May 5, 1953. 

This statement is presented for the purpose of having the correct facts before 
your committee. It is respectfully requested that it be made a part of the record. 

Very truly yours, 


C. Epwarp LEASURE. 


UnitTep States SENATE SELECT COMMITTEE ON SMALL BUSINESS 
©. Epwarp LEASURE, Esq., 
1518 K Street NW., Washington, D. C. 

Dear Mr. LEASURE: I want to acknowledge receiving your statement in con- 
nection with the testimony of Overseas National Airways on the Korean airlift 
This information will be printed as a part of the Committee’s hearings. 

Sincerely yours, 
Epwarp J. Tuye, Chairman. 





COMMENTS ON STATEMENT By COATES LEAR BEFORE THE COMMITTEE ON SMALI 
BUSINESS OF THE UNITED STATES SENATE, May 5, 1953 





In his statement 


before the Senate committee, Mr. Lear made a number of 
comments concerning the Pacific airlift and the rates per mile paid to Northwest 
Airlines and Overseas National. The inference to be drawn from these state- 
ments is that a substantial difference in rates exists, with Northwest Airlines 
operating at a high cost to the Government as compared to Overseas National 

Northwest feels that correction of the erroneous inference in this statement 
is necessary. One matter of record to be set straight is the effective rate paid 
to Northwest Airlines for the Pacific airlift service during the year 1951. As a 
result of final price redetermination, NWA’s rate for 1951, including payments 
to subcontractors, is $1.72 per mile instead of a rate of $1.79 as indicated by 
Overseas National. 

More important, however, is the correction of the allegation that a substantial 
difference exists in the cost to the United States Government for Pacifie airlift 
service performed by Overseas National and by Northwest Airlines. Northwest 
flies the great circle route from the West Coast to Tokyo via Anchorage and 
Shemya which involves 9,922 miles per round trip. Overseas National and most 
other Pacific airlift operators fly the longer mid-Pacific route via Honolulu, Wake, 
and in some instances, Guam. The shortest mid-Pacific route via Honolulu and 
Wake involves 13,450 miles per round trip. The route via Wake and Guam 
covers 15,592 miles per round trip. The cost to the Air Force per round trip 
under three different routings is as follows: 

1. NWA-North Pacific at a rate of $1.72 


bb iceentin _.. $17, 076 


2. Mid-Pacific via Wake at a rate of $1.17___ aoe a Pte eA ieee 15, 736 
3. Mid-Pacific via Wake and Guam at a rate of $1.17______________-___ 18, 242 


Despite the mileage rate differential between $1.72 and $1.17, the cost to the 
Air Force of a round trip via Northwest Airlines’ route is only 8.5 percent: greater 
than the mid-Pacific operation with the shortest mileage and is actually 6.4 per- 
cent under the round-trip cost on the mid-Pacific route via Wake and Guam at 
Overseas National's rate. 

It is obvious from simple arithmetic that with similar costs related to origina- 
tion and termination of flights, and with the same number of stops in between, 
recovery of ground and indirect expenses requires a higher rate per mile over 
the shorter distance. The unit cost of delivered tons, however, tends to be 
equalized. c 

Appendix ONA-5 of exhibits filed by Overseas National Airways in the Irreg- 
ular Air Carrier Investigation (C. A. B. Docket No. 5132), shows statistics of 
ONA’s airlift operation for the first 9 months of 1951. These figures indicate 
ONA’s average load as 12.75 passengers per mile and 2.76 cargo tons per mile. 
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On the basis of records available for the year 1952 Northwest Airlines’ load 
verages 16.4 passengers per mile and 2.25 cargo tons per mile. Thus it can be 
en that Northwest's average load over its route is equal to or better than ONA’s 
verage load over the mid-Pacific. This means that the Government’s cost per 
nit (ton or passenger) delivered to Tokyo is comparable in both operations. In 

fact, as disclosed in the Irregular Air Carrier Investigation (C, A. B. Docket No. 

5132), Northwest is the third lowest operator in cost per ton carried. 

Airlift rates are based upon detailed cost negotiations with the Air Force, and 
nherent cost characteristics of each operator are and must be recognized in the 
nrice structure. Overseas National has made the statement that it does not have 

trans-Pacific subsidy, a relatively meaningless point since Overseas National 
joes not have an established scheduled operation to require fixed investment of 
apital, manpower, and facilities on a certificated route and has a substantially 
different cost pattern than that of the scheduled air carriers. 

This cost pattern is recognized in airlift rates. It is a recognized fact of 
ir transportation economics that the establishment and maintenance of sched- 
iled route operation requires a substantial organization which must be maintained 
through peaks and valleys of income. The irregular carrier operating on the 
fringe of the market, moving to and from lucrative areas of traffic, operating 
with little or no investment in aircraft, is enabled in certain situations to appear 
at first glance as a low-cost operator. Its low cost depends to no little extent 
ipon availability of services from the more established carriers who sustain the 
operation of fixed facilities and manpower which necessarily cost substantial 
sums to operate. Overseas National, in its statement, refers to payments in 
excess of $600,000 to “one of the largest scheduled airlines” for maintenance 
ind ground-handling charges. In the interest of national defense and the overall 
economy the scheduled carriers are willing at all times to assist any operator 
in a situation such as this, but they do so knowing full well that were carriers 
such as Overseas National required to establish their own facilities and maintain 
their own personnel, they would do so at a cost far in excess of the service 
charges paid to the scheduled airlines. They buy service on a “pick and choose”’ 
basis and carry no part of the responsibility for maintaining the operation on 
1 year-round basis. 

The costs of Northwest Airlines in the Pacific airlift reflect the costs of main 
taining a going, efficient organization at all points served by its airlift operation 
on a full-time basis. Nevertheless, the product delivered to the Air Force is a 
low-cost product to the Government. 

Overseas National makes the statement that had it operated the entire airlift 
at its rate per mile, a huge saving to the American taxpayers would have resulted. 
This startling disclosure is based upon the premise that Overseas National or 
other irregular carriers would have been able to operate the entire airlift. During 
the first 9 months of 1951 Overseas National provided 9.5 percent of Pacific airlift 
revenue miles flown by all carriers both certificated and irregular. The rate at 
which it was able to furnish this service was based on its cost characteristics 
as an irregular carrier at that time. It is inconceivable that Overseas National 
could have furnished the remaining 90.5 percent of airlift operations on any 
basis. Overseas National or any other carrier of its type would have been faced 
with the problems that confront scheduled airlines furnishing large-scale, self 
sufficient service: i. e., need for aircraft and ground equipment (procured at 
going market values), facilities, manpower, and the many elements of overhead 

cost which accrue to the size and complexity of any growing operation. Overseas 
National might well have found itself in the position of approaching the scope 
and nature of contractual relations with its employees similar to those of the 
scheduled carriers. In Appendix ONA-1 of Overseas National exhibits in the 
Irregular Air Carrier Investigation, Overseas National indicates average monthly 
pay of its first pilots at a rate of $895 per month. During this same period 
Northwest paid its ALPA crew members in the same service $1,200 per month or 
33 percent more. These cost characteristics are inescapable factors of growth, 
and the ability of an irregular carrier of the type of Overseas National to main 
tain such a differential is limited to the extent that it can remain small and 
“irregular” and continue to escape the costs that inevitably go with an established 
regular operation. 

Despite the difference in cost characteristics of NWA and ONA, Northwest has 
in the past and will in the future furnish Pacific airlift service at a cost per ton 
delivered comparable to, or lower than, Overseas National Airways or other 
carriers of similar type. 


83796—53——14 
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It has hereinbefore been pointed out that Overseas National's statement that 
it does not have a trans-Pacific subsidy is meaningless since that carrier does not 
have an established scheduled operation which requires fixed investment of 
capital, manpower, and facilities. The certificated carriers have on many occa- 
sions attempted to point out that a substantially different cost pattern is neces- 
sary in the case of scheduled certificated carriers as distinguished from irregular 
carriers operating on the fringe of the market in the most lucrative traffic areas. 
That the irregular carriers recognize the benefits of such an operation has been 
shown time and time again by their failure to process applications for authority 
to operate in accordance with the Civil Aeronautics Act. Mr. Nelson David, presi- 
dent of Alaska Airlines, in his recent statement before this committee pointed 
out that Air Transport Associates, although operating at the time of the U. S.- 
Alaska case did not file an application requesting a certificated operation until 
over a year after the case had commenced and the hearing therein completed. 
Overseas National filed an application with the CAB requesting a trans-Pacific 
cargo certificate. This application was consolidated with others in the same 
general area and has been assigned for hearing before an examiner of the Board 
next month. However, under date of May 12, 1953, counsel for Overseas National, 
by letter, copy of which is attached requested that the application be withdrawn 
without prejudice. 


WASHINGTON, D. C., May 12, 1953. 


Re Overseas National Airways, Inc., docket No. 5434. 
Civi. AERONAUTICS BOARD, 
Washington 25, D. C. 

GENTLEMEN : It is respectively requested that the above application proposing 
a cargo service between the west coast of the United States and various points 
in the Pacific area be withdrawn without prejudice. 

A copy of this letter is being sent to all parties to the 7'rans-Pacific Certificate 
Renewal Case, Docket 5031 et al., and also the West Coast-Hawaii Case, Docket 
5589 et al. 

Very truly yours. 
Coates LEAR, 
Attorney for Overseas National Airways, Inc. 





FUTURE OF IRREGULAR AIRLINES IN UNITED STATES 
AIR TRANSPORTATION INDUSTRY 


WEDNESDAY, MAY 6, 1953 


Unrrep Srares SENATE, 
SUBCOMMITTEE ON Retatrions or Bustness wirn GovERN- 
MENT OF THE SELECT COMMITTEE ON SMALL Bustness, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 9:40 a. m., in room 
(7, Senate Office Building, Senator Edward J. Thye (chairman of 

e full committee and chairman of the subcommittee) presiding. 

Present : Senator Thye (presiding). 

Also present: Laurance G. Henderson, staff director. 

‘The CHarrman. The committee will come to order. 

Mr. Patterson will be the first person to make a statement. Mr. 
Patterson is president of United Air Lines. You may proceed, sir. 


STATEMENT OF W. A. PATTERSON, PRESIDENT, UNITED AIR LINES, 
INC., CHICAGO, ILL. 


Mr. Parrerson. Senator, I appreciate this opportunity to come 
before your committee and to offer my observations on a problem 
to which you have devoted much time and thought. I may explain 
that I have prepared and am reading this statement so that there 
will be no possibility of misunderstanding my views. 

It would seem superfluous to attempt to give you gentlemen a de- 
tailed history of air-transportation development by the scheduled 
carriers. Aviation histories contain the record in full. I simply 
wish to cover the highlights in showing how the scheduled airlines, 
under private enterprise and in partnership with Government, have 
over the past 27 years developed the world’s greatest air-transport 
system for all and what that means to peacetime commerce and the 
national defense. I then wish to cover, just as briefly, the picture 
of irregular-carrier development and operation as we observe it. 

By act of Congress, commercial air transportation’s future wisely 
was placed in the hands of private enterprise. As a result, in 1926 
certain men of pioneering spirit obtained contracts to fly the airmail 
on the basis of open, competitive bidding. Prior to that time, the 
Post Office Department had done a magnificent job of pioneering air- 
mail routes in the face of an almost complete lack of knowledge of 
the problems of scheduled flying, inadequate facilities and strong 
pubhe skepticism. 

Those early private airmail contractors were charged by the Gov- 
ernment with three major responsibilities: First, to develop the art. 
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of flying; second, to make the fullest commercial application 
scheduled flying; and third, to become economically sel f-sufficic 
How well those objectives have been achieved, under our system of 
private enterprise, 1s graphically shown by the record. 

In developing the art of flying, we have gone from single-engined 
planes, costing a few thousand dollars and with a speed of 90 miles 
an hour, to four-engined, pressurized aircraft, costing more thar 
$1 million and with a speed of 300 miles an hour. In the case of ow 
company alone, we have developed from six single-engined airplanes 
to a fleet of 168 four-engined and twin-engined aircraft. Along with 
the development of equipment has been comparable progress in flying 
techniques, from the kind of pioneering which we knew in the wa 
days to our present methods of precise, scientific flight operation, 
ploying all the latest devices for regular, dependable, and sade 
schedule performance. 

In the matter of our objective to make the fullest commercial appli 
cation of scheduled flying, we can cite the fact that 34 scheduled air- 
lines now serve 584 communities in the United States as against the 
handful which received airmail service in 1926; that the scheduled 
carriers of this country last year flew approximately 121% billion pas- 
senger-miles, 15914 million cargo-ton-miles and 69 million mail-ton- 
miles. Certainly it would appear that the scheduled airlines have 
won a considerable public acceptance of their product and thus have 
justified the faith shown in them by Government during the early 

pioneering years. 

For the third objective, attainment of economic self-sufficiency, 
the record again is : mple testimony of what has been done. The early 
airmail carriers started out by receiving mail pay of about $11 a ton 
mile—and virtually their entire revenue came from that source. To 
day, the major scheduled airlines receive mail pay of 45 cents a ton- 
mile and the great bulk of their reve nue comes from passengers and 
cargo. Their airmail pay is on a service basis without any element of 
subsidy. It is interesting to note that the Post Office ‘Department 
receives approximately $ $1.72 in revenue for every 45 cents it pays out 
to the major airlines for the carriage of airmail. 

There are many more aspects of the scheduled airline picture which 
can be sketched only briefly here. For example, the scheduled, cer 
tificated carriers of the United States today employ 78,700 personnel, 
have a combined fleet of more than 1,000 aircraft and have commit- 
ments for new equipment totaling $285 million, These figures give 
some conception of the physical size of the airline “plant” serving this 
Nation in peace and in war. Certainly, our planes, per rsonnel and 
experience proved vital in accomplishing global tasks in World War 
II. Today we are participating in the movement of war-important 
men and materials; tomorrow we will be ready to meet whatever 
assignments may be given us. 

In just 27 years—through painstaking pioneering, through many 
a heartbreaking crisis, with initiative and resourcefulness, “under 2 
highly competitive system—the scheduled airline industry of the 
2 nited States has come a long way, indeed. Pride in the record can 

be shared by Congress, by all the governmental agencies involved, by 
the airlines themselves, by aire ‘aft mi :nufacturers, airport operators, 
communities, and the public. 
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[t must be remembered that these accomplishments have been 
eved under proper Government regulation. Originally. the air 
free; anybody with an airplane could fly. Without regulation, 

re B veloped a chaotic state of unbridled competition and serious 

al consequences which threatened to destroy the very existence 
mmercial air transportation. Then came the Civil Aeronautics 
(ct pr 1938 in which Congress determined, as a matter of policy, that 
tificates of public convenience and necessity were prerequisites to 
caging in air transportation. This act, as passed by a forward- 
ooking Congress, has been the law under which the se ‘heduled airlines 
ve operated in the years since. It is this act which says specifically 
it anyone who wishes to engage in air tr ansportation must prove 
blic convenience and nec essit) ; which requires fitness—and I under- 
ne that word—willingness and ability to engage in air transpor- 
tion; and which lays down broad policies that form the basis of 
culations governing our day-to-day conduct in carrying out our 
gations to the public. 

Now let us look at the large irregular carriers and their record. 
Who are they; how did they get into this business; how do they 
operate and what are their responsibilities ? 

It was immediately after World War II, when the scheduled air- 
lines were short of equipment and trained personnel, that the irregu- 
larscame upon the scene. The airlines, which had lost more than half 
their combined fleet and a large part of their experienced personnel to 
the military after Pearl Hi bor, suddenly were swamped with a flood 

f business which had been pent up during the war years. The ir- 
re oa ars, able to lease surplus war equipment at ridiculously low rates, 
suddenly saw their opportunity to get into what appeared to be a 
lucrative, readymade business. They did so by taking advantage of 
a regulation of the Civil Aeronautics Board which ‘originally was 
designed for fixed-base operators and which imposed virtually none of 
the large responsibilities and obligations observed by the scheduled 
Lirlines. 

This, then, was the picture in late 1945: The science of flying had 
been developed, the pioneering had been done, the postwar air-trans- 
portation market was booming, the scheduled airlines were trying 
hard to meet their obligations to the public with too few aircraft and 
too few experienced personnel. To be sure, during the war they had 
ordered new fleets of modern aircraft, but they were unable to get 
deliveries of such planes until 1946 and 1947. Also, they were ready. to 
expand ground facilities, but the materials were not yet available. 

The irregulars moved in to make the most of this situation, to fly 
anywhere at any time that loads were available. Thus began their 
cream-skimming operations whereby they would tap only the major 
markets and leave the scheduled airlines to carry out their responsibili- 
ties of serving all communities, large and small. Thus they began 
undercutting the scheduled airlines and each other. T hey had to ‘file 
no tariffs ; they had to meet no route qualifications; they could operate 
in and out of any airport without prior crew familiarization proce- 
dures. Theirs was a free and easy business in which they had to an- 
swer to practically no one but themselves. The regulated, scheduled 
operators, with their obligations to the general public, to the Govern- 
ment, to stockholders, and to employees, looked on with some 
amazement. 
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There was the contrast, a scheduled airline on the one hand and an 
irregular operator's airplane on the other. 

The airline had a route system of many thousands of miles, its own 
dispatch organization, its own meteorologists, its operating base, 
maintenance, and overhaul facilities, ticket offices, communications de- 
partment, passenger service department, training facilities and so on. 
Also, it had its obligations to communities of every size along its 
system. 

The irregular operator was little more than an airplane with two 
pilots and a stewardess. It had no ground organization. It had 
no maintenance facilities of its own, no dispatch organization or other 
service features. Its passengers came largely from ticket agencies. 
And it had no responsibility or tie to any community. 

But to get back to the postwar picture: Gradually the scheduled 
airlines began to get back their airline fleets and to take delivery o1 
new equipment. Gradually they got back their experienced personne] 
and began to get into a position to accommodate traffic demands. But 
the “nonskeds,” so called, decided they were in the picture to stay. 
They began to regard themselves as scheduled operators, and they 
moved to so establish themselves. The Civil Aeronautics Board, 
desirous of keeping the “nonskeds” in their proper role, amended th: 
old regulation which applied to fixed-base operators so as to permit 
irregular operations without a showing of any need for such operation 
or the fitness and ability of the operator. Taking this bit in their teeth, 
many of the irregulars suddenly became 1 regulars, engaged in scheduled 
operations in direct violation of the law. 

The record is filled with evidence as to how these “regular irregu 
lars” performed. By various combines, by switching names, through 
split organizations and interlocking relationships and by many another 
subterfuge, they continued to flaunt the law on the nationwide scale. 
They and their ticket agencies violated public moral obligations and 
business ethics. Their ‘advertising was misleading; they frequently 
dumped passengers short of destination and often failed to refund; 
they played fast and loose with those who placed confidence in them. 

So bad became the situation that, without waiting for CAB action, 
various communities adopted local ordinances to protect their own 
citizens. For example, the city of San Diego passed an ordinance 
which provided for the— 
police regulation and supervision of certain activities of brokers and other 
persons who sell passenger space on airplanes * * * making it illegal to make 
certain representations in the course of such activities; and providing a penalty 
for violation of the ordinance. 

And in San Francisco, the city likewise passed an ordinance requiring 
surety bonds of ticket agents and brokers. Such action had been urged 
by the district attorney and better business bureau. 

Finally, in July of last year, Congress passed legislation which made 
ticket agents as well as air carriers subject to provisions of the Civil 
Aeronautics Act relating to unfair or deceptive practices and unfair 
methods of competition. Meanwhile, in a number of cities across the 
Nation, better business bureaus took cognizance of the situation and 
attempted, at least, to clean up the advertising of irregular operators. 

I do not mean to say that all men in irregular operations have been 
of bad faith. Iam confident that there have been a number who have 





FUTURE OF IRREGULAR AIRLINES P11 


ensed their moral and legal obligations and have lived up to it. But 
| definitely am critical of the majority, as we in the scheduled airline 
ndustry have observed them. 

I have publicly stated in the past that the irregulars have helped 
ie air transportation industry. By that, I have meant that they 
ave introduced a certain number of people to flying, some of whom 
ive become customers of the scheduled airlines. On the other hand, 

they have, in many instances, cast a reflection on all air transportation 

through the careless and callous treatment of their patrons. And, if 

ermitted to continue their present practices, they may well have 
adverse effect on the industry. 

At this point I also wish to make a definite distinction between the 
irge irregulars and the many true fixed-base operators, and small 
rregulars who have carried on a legitimate, honest, and thoroughly 

ethical business. 

Also, it should be clearly understood that my remarks are not aimed 
it the small local service carriers or “feeder” lines who, as regularly 
cheduled airlines, offer air transportation to many small communities 
ot on the major trunk routes. These operators are in no way to be 
onfused with the nonscheduled, uncertificated carriers which operate 

to and from larger cities on the highest traffic density segments. 

It is to the credit of the Civil Aeronautics Board that it moved to 

top the illegal practices of the large irregulars and to enforce the 
provisions of the Civil Aeronautics Act. Such enforcement action 
was blocked on every hand through the kind of manipulations and 
subterfuge which I have mentioned earlier. With a small staff and 
too much to do, the Board nevertheless proceeded to institute enforce- 
ment proceedings against flagrant violators. Immediately, these men 
protested their innocence, proclaimed their “pioneering accomplish- 
ments,” appealed to their abused public, and employed many legal 
maneuvers to stall any attempt to call them to justice. At the same 
time, they resorted to political pressures to halt the proceedings. 

In public statements, the large irregulars have made much of their 
alleged “pioneering.” It should be remembered that air transporta- 
tion was pioneered for almost a quarter of a century before the irregu- 
lars came on the scene—that all the equipment, facilities, and know- 
low developed by the scheduled airlines through the years were read- 
ily available to these latecomers when they arrived in 1945 or 
thereabouts. 

Among other things, the large irregulars make much of their pioneer- 
ing of low-cost air transportation. Let us remember that, without 
financial obligations, without organizations such as those built up 
by the se heduled airlines, without a mandate from the Board to con- 
duct a sound operation—without all the many responsibilities which 
govern the life of a scheduled airline—these men moved in to undereut 
fares in the immediate postwar period when the scheduled airlines 
were temporarily unable to meet traflic demands because of the bur- 
lens imposed upon them. 

Once the airlines could obtain long-awaited new aircraft, their 
expansion of all phases of air transportation was rapid and impressive. 
Not the least of these was the air tourist field. Some airlines moved 
into the low-cost market rather rapidly ; others moved more cautiously 
while observing the economic results. In any event, expansion of air 
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tourist business by the.scheduled airline industry has been great, in- 
deed. Today, approximately 19 percent of all scheduled airline 
traflic is in the air tourist category—and that percentage is growing, 
month by month. And, unlike the “nonskeds,” the airlines are not 
serving just the large markets with this low-cost service; they are 
making it available to many intermediate cities and doing so iM an 
orderly methodical manner. 

Me: anwhile, they have made notable progress in holding first-class 

- fares at near the prewar level despite spiraling costs and the fact 
that they have enormously increased the value of their services. 1 
doubt if any other product or service has enjoyed the same degree of 
improvement at virtually no increase in price. 

We come then to the question as to what place, if any, the irregulars 
have in this air transportation picture. An effort to get an answer 
to that question now is being made in the large irregular carrier in- 
vestigation before the Civil Aeronautics Board. Our position in that 
case has been that, if the irregulars have a place in the picture, it 
should be as bona fide contract and charter operators. Also, like 
anyone else, if they can prove their right to certificates of public con- 
venience and necessity, then and only then should they be allowed 
to become regular operators. We firmly believe, however, that they 
should have to meet the legal requirements of public convenience and 
necessity, responsibility and fitness; that they should not be given any 
special privileges or misguided sympathy on the basis of their strong 
protestations about “pioneering,” “small business,” “persecution,” 
et cetera. 

In my opinion, the Civil Aeronautics Board has given these large 
irregular carriers every opportunity to demonstrate their right to 
survival. It seems to me that it is now up to’them to stand or fall 
on their ability to meet the sound standards for a strong air trans- 
portation laid down by our Government. 

The Cuatrman. Mr. Patterson, where was United Air Lines first 
started, at what points? 

Mr. Parrerson. Our first operation was between Elko, Nev., and 
Pasco, Wash. ‘That was the first airmail route granted to private 
enterprise. 

The Cuatrrman. And then you expanded from there? 

Mr. Parrerson. We expanded from there. I might say that we 
are a merger of five companies. That was the oldest segment. The 
second oldest segment was then between Dallas and Chicago, and 
then up and down the Pacific coast, then from San Francisco to Chicago 
and then Chicago to New York. 

The CuarrmMan. Are some of these so-called nonsked operators 
flying over that same airway that you are now flying, on an irregular 
basis ? 

Mr. Parrerson. Yes, there are approximately 19 airlines of irreg- 
ular carriers flying over that route. 

The Cuarrman. Nineteen ? 

Mr. Parrerson. Yes. 

The Cuarrman. Irregulars flying over that same airline way that 
you fly? 

Mr. Parrerson. Yes. Now, it may be seasonal. They may move in 
during the peak of our season and move out into the Florida area in 





FUTURE OF IRREGULAR AIRLINES 213 


the winter season. It is a very flexible system. I don’t want to give 
you the wrong impression that 19 are constantly over that route, but 
we noticed 19 from time to time. 

The Cuarrman. To begin with, you are not necessarily in favor of 
any coach rates, are you ¢ 

Mr. Parrerson. My position on that has always — very clear. I 

ave always been hesitant on the coach business. I don’t like certain 
phases of it. I thought that there were certain standards in the coach 
that in my opinion didn’t represent good, safe, sound operation. But, 
now, since we have straightened that out and have a ses iting configura- 
tion that I think is proper, I am now quite enthusiastic about the 
tourist business, although still cautious. I want to go on record as 

aying there is a certain percentage point where I think you can go 
too far. There must be a balance, and we are feeling our way. me 
will have about 21 percent of our mileage in coach business this yea 

Now, next year we receive delivery on 25 DC-7 airplanes. The it 
will free 25 DC-—6’s, and a part of our plan for next year is further 
expansion of the coach business running 7 to probably 30 percent. 

The CHarrmMaAn. Do you see a general public acceptance of the sched- 
uled operator over the nonscheduled ¢ 

Mr. Parrerson. Very definitely. Whenever we put in a tourist 
service, we notice that it takes no time whatsoever to fill it up. Of 
course we do have an abnormal demand today, particularly with 
returning soldiers. 

The Chairman. You are flying some of the Korean soldiers back ? 

Mr. Parrerson. Yes, we are flying 21 trips a month to Tokyo. 

The Cuarrman. And you foresee an increase in that operation, pro- 
vided something doesn’t happen over in Korea that will alter the 
operations there? Do you foresee that you will be doing more of 
that transporting or will the nonskeds increase their operation in that 
field ¢ 

Mr. Parrerson. I would say that the tendency as I observe it, if 
there is expansion from this point on, short of a real emergency 
the at the military will take some of their own flying in addition to what 
we are doing, because they are now ordering quite a few transports 
aa cargo planes. 

The Cuamman. The general public gets quite familiar with exist- 
ing companies and they will naturally go to those companies. If it is 
United operating or Northwest operating or any of these lines, Cap- 
ital or whatever it is, the public just generally accepts or becomes, 
you might say, attached to that type of service, just like some will 
ride the Hiawatha train out of St. Paul-Chic ‘ago and think that is 
the only train in the world. 

Mr. Parrerson. I think that the experienced traveler will pick out 
a scheduled airline. The very infrequent traveler who may be misled 
by advertising or some travel agency’s material, with no experience 
whatsoever, would probably not be too selective. Another situation 
is that a boy returning from Korea is not too selective. He is very 
anxious to get home and he will take the very first airplane that he 
can get. 

The Cnatrman. Yes; but he hasn’t his choice. Isn’t that a question 


of the Government figuring out how he is going to get back from 
Korea? 
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Mr. Parrerson. Senator, that is in the regular movement. There 
are many who have their cheice, and you will see them after a boat 
arrives in San Francisco, they will be lined up. 

(There was discussion off the record.) 

The CuatrMan. It is just one of these questions in which you don’t 
know where to draw the line. Do we exclude them altogether or do we 
try to let them work somewhere in the field / 

I do not cast any reflection on United, but your flexibility is such 
that you couldn’t bring enough planes into operation, could you? | 
raise that as a question, that you could not bring enough planes into 
operation at certain times when you get an unusu: al demand upon your 
equipment and upon your services to meet the general public need, and 
therein you have to permit somebody to move in and help out. Am I 
right or wrong in that? 

Mr. Patrerson. Very definitely; you are absolutely correct, Senator, 
For example, a troopship will arrive in Seattle next Wednesday. 
Well, our schedule patterns are set up. Our planes are scheduled, 
advertised. We have a certain number of reserves, but we try to 
schedule as many as we can. Now we can’t have the required number 
of airplanes in Seattle to take care of a troopship that is coming in 
Wednesday this week and probably the following week will come in 
on a Friday. It would be a reflection on anyone's intelligence to tr) 
to lead you to think otherwise. And there are all sorts of other 
situations. 

Let’s take in the sporting field, during the football season, for exam- 
ple, the colleges now are flying their football teams around. Well, the 
football season lasts about 214 months. They want the boys to leave 
on Friday night and come back Sunday and be ready for school on 
Monday. 

We haven’t the airplanes to move around and take care of these 
teams. We originally sold them on the idea of flying, and we now 
find ourselves in the position where we are not capable—— 

The CratrrmMan. You see, Mr Patterson, that is exactly what the 
CAB and Congress are faced with. You set up a regularly scheduled 
operation. You give every thought to safety and service and depend 
ability, and then some unforeseen demand upon that mode of trans- 
portation in that area is such that your flexibility would not permit 
vou to take care of it. So a nonscheduled moves in from some point 
and is there to help out at that particular time. 

Now, if we denied them the right to be in existence at all, then we 
would have a situation that neither you nor anybody else could meet 
at that time, and aviation might suffer in that someone might say, 

“Well, I don’t depend on flying. I have just got to depend on trains or 
depend on my automobile, because when I w ant to fly I can’t get a seat, 
and, therefore, I have quit monkeying with it.” You have that prob- 
lem, you see. 

I think, Mr. Patterson, that you have this morning given an excellent 
statement and your own views are broad. You do not take the position 
that the irregulars should be completely legislated out of existence. 

Mr. Parrerson. No, sir. 

The Cratrman. You have said that there is a place for them, but 
you don’t want them to become regular operators in a free manner 
over the airways when you are under regulation. 
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Mr. Parrerson. That is correct. I feel that we have a situation 
ere as a scheduled airline operator which I don’t think we are in- 
ilved in, but as I evaluate the situation, we have something going 
in this country today in ethics, or in general conduct which can 

be confirmed by examination of the records of the district attorney’s 
lice in any of the large cities in which some of these people operate. 

Now the law as written today charges the Civil Aeronautics Board 

th the responsibility of protecting the public interest. I maintain 

at the Civil Aeronautics Board is in a difficult position and would 
subject to great criticism if it didn’t take some action. 

Now the only thing as I see it as to what we have to decide here is 
vhether the Congress wants to relieve the Civil Aeronautics Board 
if that responsibility which they assume, because certainly they have 

at obligation. There can’t be 2 standards of ethics or 2 standards 
f conduct in fulfilling moral obligations that we assume in any busi- 
ess, Whether it is scheduled or nonscheduled ; we can’t have 2 codes 
f ethics in dealing with the public, if we are charged with the respon- 
bility of protecting their interest. 

[ have no quarrel whatsoever. I am one who has never worried 
ibout the nonskeds because I have confidence in our way of doing 
lisiness versus theirs. 

The CHarrMan. Well, does that complete your statement, Mr. 
Patterson ? 

Mr. Parrerson. Yes. 

The CuatrrMan. Thank you very much. 

The next witness is Walton Hamilton, representing the Government 

of Puerto Rico. Mr. Hamilton, you may be seated and you may pro- 
eed in any manner that you wish. 


STATEMENT OF WALTON HAMILTON, OF THE LAW FIRM OF 
ARNOLD, FORTAS & PORTER, WASHINGTON, D. C., SPEAKING ON 
BEHALF OF THE GOVERNMENT OF PUERTO RICO 


Mr. Hamiron. Let me proceed subject to interruptions, because I 
think I can be brief about it, but if at any particular point you want 
ne to expand, I shall be very glad to do so. 

Now in the first place let me explain that I did not come here with 
a manuscript, and there are two reasons for that. One is that after 
many years in a classroom and before administrative commissions and 
courts, I have learned not to use a manuscript. The second is that 
with the condition of my eyes as they are at the present time, I couldn’t 
read the manuscript even if one was before me, and for that reason 
I heg your indulgence on this occasion. 

Now, I was told before I came here that the first thing to do was 
to show that one had some measure of competence. I can’t do that. 
I can briefly cite a few facts which you may or may not be interested 
in, and if they bore you, do not hesitate to stop me. 

To begin with, I was born in Tennessee. I was brought up very 
largely in the state of Alabama. I got my first degree from the Uni- 
versity of Texas. I have had some experience in high school teaching. 
I got an advance degree at the University of Michigan. I taught for 
short or long periods in such institutions as the University of Michi- 
gan, the University of Chicago, the University of Texas, Amherst 
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College, and others. I was for 20 years professor of constitutional 
law in the School of Law at Yale University. 

For 8 years I was a special assistant to the Attorney General in the 
Antitrust Division, and at the present time I am a member of the 
firm of Arnold, Fortas & Porter, who are attorneys at law in Wash- 
ington. We, among others, have the account of the Government of 
Puerto Rico, and it is in connection with the work we have done for 
the Government of Puerto Rico that I have primarily come in contact 
with the problem of air transportation. 

What I shall do this morning then is very briefly to recite the high- 
lights in the story of the attempt of Puerto Rico to secure for the 
Government and for its people adequate air transportation, and, as 
I said before, if at any particular point you would like to have me go 
into detail, I will do that. I know your time is very valuable and for 
that reason I am going to be just as brief as I can about it. 

My acquaintance with this problem began in 1946. During the 
war, Puerto Rico was almost isolated from the continental United 
States. The facts about Puerto Rico, you are thoroughly familiar 
with, and so I will dwell upon them only briefly. 

Puerto Rico is an island 1,600 miles from New York and nearly 
1,200 miles from Miami. It is only 100 miles long, it is 35 miles at 
the widest. 

Upon that island there are crowded 214 million people, some three- 
quarters of a million less than you have in the State of Minnesota, 
but with nothing like the territory of Minnesota. Furthermore, 
Puerto Rico is not rich in natural resources. <A third or a little more 
than a third of its land is arable. 

It has little in the way of timber, little in the way of waterpower, 
little in the way of natural resources, mineral resources. It can sup- 
port itself and maintain a standard of life for its people only by 
becoming a part of the national economy. It could not possibly or 
ganize an insular economy of its own. 

Puerto Rico came in as a possession of the United States by the 
Jones Act or the Organic Act, became a territory, and, by the act 
of the 82d Congress, there was created for Puerto Rico a distinctive 
place in the American union. It did not become'a State but it ceased 
to be a Territory. It became the Commonwealth of Puerto Rico 
electing its own governor and its own officials, and, except in matters 
which are Federal or which involve foreign policies, it is completely 

self-governing. 

Now the people of Puerto Rico are citizens of the United States. 
They have a Spanish tradition of which they are extremely proud, 
and yet they are very proud of their citizenship. I have repeatedly 
had taxidrivers in San Juan turn around and say to me, “I am an 
American citizen.” I have never heard those words from a taxidriver 
in Chicago or St. Paul or New York or Cincinnati or Washington, 
and that is universally true for these people. 

Now, although Puerto Rico is a part of the United States, Puerto 
Rico is under unusual difficulties in maintaining its contact with the 
national economy and in securing for its citizens a contact with their 
fellow citizens on the mainland. 

Senator Thye, if you will think of the State of Minnesota as being 
placed all by itself 1,600 miles out in the Atlantic Ocean, you will 
get a picture I think of the difficulties that Puerto Rico is up against. 
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In terms of passenger transportation there are no railroads connect- 
ig Puerto Rico with the rest of the United States. Water carriage 
is out of the question. 

At the hearing which is entitled “Additional Service for Puerto 
Rico,” I put on the stand the vice president of the largest water carrier 
serving the island, and there he admitted readily “enough that the 
steamship could not furnish adequate transportation service. The 
lowest price which they could make was vastly in excess of what most 
of the people could pay. That company was attempting to operate 
one single steamship between the two, and the steamship was not for 
the people in question. It was for persons who had leisure on their 
hands and whose pocketbooks were of some size. On the fifteenth of 
Mi arch this year that steamship ceased operating, so, aside from the 
few persons who are carried on freighters, there is no passenger trans- 
portation by water between Puerto . Rico and the United States from 
any of our ports. 

Now we have between the States two forms of transportation which 
make a single people out of the inhabitants of the whole country. One 
of those is the bus service and the other is the private automobile, or 
the flivver. Neither is available in Puerto Rico. As the Governor 
of Puerto Rico i is fond of saying, paraphrasing a line from Kipling’s 
Mandalay, “There ain’t no buses running from the Bronx to 
Mayaguez.’ 

We cannot have that form of transportation. Therefore, for the 
bulk of people traveling between the island and the mainland, Puerto 
Rico is wholly dependent upon air carriage. 

Now let’s take this first fact. The per capita income in Puerto Rico 
s about one-third of what it is in Minnesota. It is substantially lower 
than it is in any State of the Union. It has advanced substantially 
n the last decade, thanks to the wise policy and to the courage of the 
Puerto Rican people, but still it is very, very low. Therefore, Puerto 
Rico has been very intent upon securing for its own people means of 
vetting to the continent where they can find employment and where 
they can come in contact with their fellow Americans. 

During the war only one line served Puerto Rico, Pan American, a 
certificated carrier, highly subsidized and privileged. Puerto Rico 
was making San Juan something more than a whistle stop on the way 
to Latin America, but on the whole was rather neglectful of the 
island. The fares were very high. It was almost impossible to secure 
passage. 

Then the irregulars came, bringing with them something in the way 
of salvation to Puerto Rico. The pilots secured planes in 1945. A 
number of irregulars came to Puerto Rico. They made rates substan- 
tially lower than Pan American was making, and did a great deal to 
break the backlog which had been piled up during the war years. 

As soon as the war was over the Government of Puerto Rico under- 
took a vigorous program for securing additional air service. We first 
came into the case in 1946, when we were called upon to try to stop the 
Civil Aeronautics Board from imposing such regulations that it would 
be almost possible for the irregulars to fly between the continent and 
the island. We succeeded in that. On the heels of that, we started 

proceeding before the Civil Aeronautics Board in the name of the 
Government of Puerto Rico asking for additional air transportation. 
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There are three things that we are asking for. One was a sky-bus 
service, as it is called on the island; the second was for competition to 

Pan American, and the third was for cargo service. 

We held hearings for more than 2 weeks in San Juan and for 
another, the better part of 10 days, in Washington. We put in briefs 
and exhibits and the case was thoroughly prepared. Those hearings 
were in February and March 1949. They were completed before the 
spring was over. 

The examiner took the better part of a year to make his report. 
After his report, it went to the Civil Aeronautics Board and we had 
the final report, opinion, and orders of the CAB in January 1951. 

Now in that order they certificated the Eastern to fly in direct com- 
petition with Pan American between New York and San Juan. LEast- 
ern had already been in competition with Pan American between Mi- 
amiand San Juan. They also certificated Riddle to fly a cargo service 
between the continent and San Juan. 

They did not give us the sky-bus service which is the thing that we 
wanted, because we wanted a form of air transportation on which the 
rate would be within the means of the great mass of the people of 
Puerto Rico, and a rate of $110 wouldn’t do anything like that. 
Meanwhile some other things happened. 

As soon as it was apparent that Puerto Rico was vigorously pressing 
this proceeding before the CAB, Pan American instituted a coach 
service between New York and San Juan at $75. As soon as the 
hearings were over—in fact, the last day of the hearings—the general 
counsel for Eastern came to me and said that if they were certificated 
they would put in a coach service at $64.40. 

He offered an exhibit the next day, which the examiner refused to 
accept because of the fact that it was not put in on time. Nonetheless, 
as soon as the decision of the CAB was made, Eastern immediately 
announced that they would fly coach service at $64.40. 

Pan American announced that they would reduce their fare from $75 
to $64. Eastern, of course, dropped the 40 cents and a uniform fare of 
$64, which is 4 cents a mile, was established between these two points. 
Now the one thing that we wanted the most was the sky-bus service, and 
that is the thing that we failed to get. 

The Cuarrman. Why did you want the sky -bus service? 

Mr. Hamr-ton. We wanted the sky-bus service because of the fact 
that even $64 is far too high for the ordinary Puerto Rican pocketbook, 
and because we were persuaded that the service could be furnished, and 
with profit and without subsidy, at a price substantially lower than 
$64. I think, Senator Thye, that will appear as I go on with my story, 
but I will go into it now if you want me to. 

The CHatrMan. $64 one way? 

Mr. Haminron. $64 one way, yes. 

The CHarrman. What type ‘of passenger? Would that be a tourist 
passenger that would be wanting the bus rate, a lower rate than $64, or 
would it be a worker wanting to come up from Puerto Rico to work in 
the United States during the planting and harvesting seasons? 

Mr. Hamiron. It would include several classes of people. There 
would be migratory workers. They, however, would not form the sub- 
stantial bulk, because for the last few years the workers who come up 
in the spring and go back in the fall have been carried under a special 
contract, and although some of them would be involved here—— 
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The Cuamman. You say they are under a special contract ? 

Mr. Hamitron. There has been a special contract, yes. 

The CuHatmrman. With whom? 

Mr. Hamivron. There was a special contract with—now I can go 

back only 3 years on that. In 1951 the Flying Tigers carried the 
croup. Last year and this year Eastern is carrying that particular 
group on a special contract. 

The CHarMan. What is the rate under special contract ¢ 

Mr. Hamitron. The rate on this special contract is something about 
“51, I think. I think that is the last figure that I have on that. 

Now there are others. When the Puerto Ricans come to the United 
States, they do as the Irish once did, or the Italians did. They start 

ith very unskilled jobs. Ina very few years they are out of those jobs 
nto more remunerative and more skilled work. ‘The whole movement 
of the Puerto Rican migration follows that of the Irish and the 
[talians and of the other so-called racial groups which have come 
here. 

To begin with, they go to the metropolitan centers, particularly to 
New York. After a little while they begin scattering themselves 
over the country. At the present time I should say that at least 40 
percent of that migrant stream goes to the Hardware Belt, that is, 
to the Middle W est, and the tendenc y is increasingly in that direction. 
It is increasingly in that direction because they are discovering that 
there are opportunities for a better life out in the Middle West than 
there are in the metropolitan centers. 

But, getting back to this, when these people settle in the United 
Sts ites, since family ties are 'strong, there are repeated journeys back 
io the island. There is also a chance, of course, of building up some- 
(hing of a tourist trade in Puerto Rico. 

You couldn’t build it up by the use of water carriage because of 
the fact that it takes 4 mghts and 3 days to get down there, and 
the same amount to get back, and that takes a substantial part of 
one’s vacation. But when one can go down by air, virtually the whole 
thing can be done that way. 

Now in the United States, as we know, people can go by short hops 
from one place to another. There you have got to jump 1,200 to 1,600 
miles, or not at all, and that means raising a substantial sum for a 
ticket. With the very low per capita income, $64 is almost an un- 
attainable sum for, 1 should say, even the majority of the people of 
Puerto Rico. 

But, now, to go on with the. story, since I must not linger too 
long on this, before the decision in the additional service case was 
announced, the then Chairman of the Board, Mr. Rentzel, went to 
San Juan. There he had a conference with the Governor of Puerto 
Rico and with the executive secretary, and said to them: 

In the orders which will presently come down you will find that we have not 
given you your sky-bus service. We have, however, recognized the need for 
such a service just as the examiner did in his report. That service, however, 
should be otherwise provided for, and I have a suggestion to make to you. 

It is that you have the Puerto Rican Transportation Authority, which is an 
agency of the commonwealth government, petition the CAB for permission to 
fly as an indirect carrier. 

Now, that simply means this: that the Puerto Rican Transporta- 
tion Authority would not own planes and would not fly those planes. 
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The sentiment in Puerto Rico is very strong against state capitalism 
or against the government going into business. What would be done 
would be for the Puerto Rican Transportation Authority to make a 
search of the field and to discover one or more carriers that would 
do the actual flying on their own account, but under its direction, 

So in detail, “followi ing the instructions given by the Chairman of 
the CAB, we put in a petition for the Puerto Rican Transportation 
Authority to fly as an indirect carrier. That was turned down by 
the Board. When that was turned down by the Board, then Mr. 
George Neil, who is the attorney for the Puerto Rican Transportation 
Authority, and I, who represented the Government of Puerto Rico, 
paid a call to Mr. Nyrop, who had succeeded Mr. Rentzel as Chair- 
man of the Board. Mr. Nyrop said: 

We understand clearly that the people of Puerto Rico must have contact with 
the people of the United States. We understand that the movement of popula- 
tion, that the movement of travelers cannot go at $64, that there must be a 
much lower price, and I have just one thing to say to you gentlemen, and 
that is if you will find a carrier who has two DC~—4’s that he can devote to 
this particular purpose, your problem is solved. 

Following that we went out then and interviewed representatives 
of the certificated lines who might be interested. We interviewed 
all the irregular nonscheduled, that is, nonsubsidized, nonprivileged 
carriers. There were 2 or 3 of them who were willing to undertake 
that mission. The one that made the most attractive offer to us was 
the Flying Tigers. 

Now the Flying Tigers are not a small concern. They were then 
and still are much larger in terms of volume of traffic that is carried 
than some of the certified lines. There was no question about their 


financial standing. They have the very best reputation for reliability. 
Their safety record was as good, I think, as any certificated carrier 
in the land. 

We spent some 3 or 4 days with their officials, with the general 
counsel, with the president, with the vice pareaen figuring on the 


thing, and finally came through with this: that if they were permitted 
to operate regular schedules in both directions, they could operate 
without subsidy and make a reasonable profit at a rate of $41.50. 

The CHatrMan. $41.50? 

Mr. Hamitron. $41.50, which was very substantially lower than the 
$64. 

The Cuarrman. And what kind of a schedule did they set up? 

Mr. Haminron. The sc a to begin with would be daily sailings 
from San Juan and from New York. 

The Cuamman. Daily on a specific hour? 

Mr. Haminron. Yes. 

The CuarrMan. Departure at a certain hour and return? 

Mr. Hamitton. They would depart at a certain hour, they would 
return at a certain hour, and so forth. They were using DC—4’s. 
They promised also to put in Constellations as soon as they could 
get the boats. 

Now, they intended a very aggressive campaign to build up traffic. 
They intended advertising and encour agement of the tourist trade, 
not of the people who go to Havana to the “swanky” hotels there, 
but of the farmers, the schoolteachers, the trade-unionists. 

The Cuatrman. Are they still operating under that schedule? 
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Mr. Haminton. Well, they never got permission to operate under 
hat schedule. 

Che Cuarrman. You mean you just set that up? 

Mr. Hamitton. We set that up. 

The Cuarrman. You set that up and submitted it to the CAB? 

Mr. Haminron. And submitted it to the CAB. 

Che CHarmMan. You were $22.50 below the lowest? 

Mr. Haminton. We were. 

The Cuarrman. CAB did not grant a permit to operate? 

Mr. Hamittron. CAB did not permit us to operate. They turned 

; down in an order of the Board dated the 3lst of March 1952, an 
ler of the Board drawn evidently by some underling down the line. 
he Cuarrman. What makes you say that? 

Mr. Hamiuvron. Because of the fact that the words of the order are 
ereotyped. They are the kind of blanket reasons which are presented. 
\nd because of the fact that the reasons which they give bear very 
little resemblance to the issues presented in the case. 

The Cuarman. Why do you credit that to an underling rather 
than to a member of the Board ? 

Mr. Hamiunron. Well, you force me to go into matters that I had 
intended to say nothing about. 

The CuarrMan. That is the only reason in the world that we are 
holding these hearings. We can look at sort of a bird’s-eye picture 
of it. 

Mr. Hamuuton. I have two bits of evidence on direct testimony 
on that. One is that the general counsel of the Flying Tigers called 
on 4 of the 5 members after the decision, and 1 of them had no remem- 
brance of the thing whatsoever and had to call in a member of the 
staff to state what was done. Another one said he had no memory 
of having been present at the particular meeting, and a check indi- 
cated he was present. 

Another bit of evidence is this: In October 1952, I had occasion 
to appear before the Board in respect to another matter. On that 
particular occasion I went out of my way to pick up this order denying 
the application of the Flying Tigers, and I went through it point by 
point, showing that none of the reasons given had anything to do with 
the issue raised in that particular case. 

When I got through, the Chairman of the Board thanked me for 
calling their attention to that matter, and after adjournment 2 others 
of the 4 who were sitting came down and spoke to me, saying that 
they were glad to have this picture of the air needs of Puerto Rico 
presented, which seemed to indicate pretty clearly that the thing came 
to them rather freshly. 

The Cuarrman. What month was this and what year? 

Mr. Hamiuton. My meeting with the Board was in October 1952. 

The Cuarrman. Have they done anything about it? 

Mr. Hamiutron. They have done nothing about it. After we were 
turned down we have not yet made the next move. We had a meeting 
in November, and in November we said, or the Governor said, “Let’s 
wait until the atmosphere in Washington clears somewhat before we 
take the next move.” There will be a next move. The form it will 
take has not yet been formulated. 

All I wanted to do, Senator Thye, was to give you the story as it 
has unfolded, and to call attention to 2 things, and the only 2 points 
I want to make. 
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One is that the rate of $64, four cents a mile, is utterly out of the 
reach of the great masses of the people of Puerto Rico. 

The second point is that if those people are to realize their ambition 
to become genuine American citizens they must have the same oppor- 
tunity to mix with their fellow citizens in the States that the people 
of Minnesota have, and that can be done only if we can make a rate 
substantially lower than $64. 

The figures upon which that calculation of $41.50 was made are 
available. They will bear study, and they indicate that a very low 
rate can be made, and that without the subsidies on which the certifi 
cated carriers operate. 

Now I am appearing in this case because of the fact that this is 
more than the desires of the people. It presents an economic problem, 
but, even more than that, it presents a civie and political problem 
of utmost consequence in assimilating Puerto Rico completely into 
the American system. 

Now let me say just one other thing, and that is if I had an oppor- 
tunity to impose just one bit of study upon everyone who is interested 
in a problem of this kind, I would insist that you study the early 
history of the automobile industry in the United States, not the three 
great empires which are now established, with a few minor companies 
that exist by sufferance, to a very large extent. 


I remember a vice 
president of General Motors saying to me: 


I could put Packard out of business in a month if I wanted to, but after all, 
I like Mr. McCauley, and I think, after all, we are better off with a few independ 
ents in the industry. 

I am talking about the early history of the automobile. Remember, 
please, that those who are giants at the present time started under a 
system of free enterprise, the kind of thing which has made our 
country great. They could not get licenses to make use of the Selden- 
Packard. They could not get funds from investment bankers. In 
fact, the aieantily line itself is due to the fact that there wasn’t money 
around to establish a manufacturing plant. You had to farm out 
most of the work, and then simply assemble the things together. 

But the automobile went in for a market which was substantially 
larger and at a price substantially lower, which the investment bank- 
ers insisted was impossible, and year by year the price was reduced and 
the market was enlarged. 

As a result we have a gigantic industry; we have a network of con- 
crete roads: we have a contribution to the culture of the country such 
as would have otherwise been impossible; and we have done that not 
only under the system of private enterprise but, far more important, 
under a system of free enterprise. 

And I think our experience here indicates that there is no reason 
why air transportation should be limited to the privileged few who, 
generally speaking can afford to pay from 4 to 6 cents a mile for it. 

There is no reason why it should not be made available to the great 
masses of the people, and may I in closing then call attention to two 

sections of the Civil Aeronautics Act in which the C ongress of the 
United States enjoined the Civil Aeronautics Board with the responsi- 


bility of creating a system of air transportation equal not only to the 
present but to the future needs of the country. 
Thank you. 
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The Cuamman. Thank you, Mr. Hamilton. 

The next witness will be T. H. Davis, president cf Piedmont 
Airlines. ; 

Mr. Davis, you may proceed, sir. 


STATEMENT OF T. H. DAVIS, PRESIDENT, PIEDMONT AIRLINES, 
WINSTON-SALEM, N. C. 


Mr. Davis. Thank you, Mr. Chairman. 

My name is T. H. Davis. Iam president and treasurer of Piedmont 

Airlines, a certificated local service airline operating in seven South- 
eastern States. Our home office and prince ipal operating base is lo- 
cated in Winston-Salem, N. C. 

I appreciate very much this opportunity of testifying with respect 
to the matter of nonscheduled or irregular air-carrier operations in 
the United States. It is a subject of great interest to me and of vital 

importance to the sound development of our air-tr: ansportation system. 
For these reasons, I have felt compelled to come before you today. 
Some of what I have to say may be repetitious of testimony of other 
witnesses. I shall endeavor to keep such repetition to a minimum but 
whatever there may be, it will serve to emphasize the importance of 
those considerations. In reading the transcript of previous congres- 
sional hearings on this subject, however, I have felt that there have 
been some things left unsaid that should be said in order that there 
might be a more realistic and complete appraisal of the problem. 

My personal reason for appearing before you is the fact that ulti- 
mate governmental policy respecting nonsc heduled air carrier opera- 
tions has a direct bearing on the future of my company. On the other 
hand, I appear simply as a citizen in these United States who is anx- 
ious to see governmental policy established on a sound and reasonable 
basis rather than on distorted emotional appeals. 

I have for a long time been interested in the “nonsked” problem 
and have sincerely tried to give full and unbiased consideration to 
the problems and contentions of these operators. I hope, at least, 
that I can display the same honesty and candor that was shown by 
a fine old gentleman of the Confederacy who once wrote a book which 
he entitled “An Unbiased History of the Civil War From the Southern 
Point of View.” So, as simply and dispassionately as I can, I would 
like to discuss a few of the more compelling aspects of the problem. 

While there are a multitude of detailed considerations, pro and con, 
which have been brought to your attention in good faith, it seems 
to me that our problem is a relatively simple one, ,and that is whether 
or not we should at this time depart from the time-tested and proven 
policy of public-utility regulation. 

As I understand the situation, the so-called nonscheduled or ir- 
regular operators are urging that the Congress or the CAB change 
the laws so as to ay these carriers to continue regular service, 
that is, at least 14 or 15 flights a month, between selected points. I 

cannot find any justific ation for such action. Nor do I think it is 
reasonable to consider 15 flights a month over a fixed route, month 
in and month out, as irregular service. 

The proponents of this liberalizing of the regulations use as the 
primary basis of their arguments the fact (1) that they have been dis- 
criminated against by recent changes in the law designed solely to put 
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them out of business, (2) that they are the true developers of coach— 
low fare—air service, (3) that theirs is the true “small business” in 
aviation and the “big airlines” are trying to squeeze them out, (4) 
that their companies consist primarily of World War II veterans and 
should, therefore, be given special consideration, and (5) that there 
is a great public need for their service. 

Now, what about this business of laws being recently changed so as 
to put the nonskeds out of business? The Civil Aeronautics Act of 
1938 certainly hasn’t been changed for this purpose, so we must as- 
sume that they are refering to the regulations issued by the Board, 
which, instead of changing the regulations, simply define in a more 
definite manner what constitutes irregular or nonscheduled operation. 
Wouldn’t it be fair to say that the Board was forced to issue these 
more definitive regulations because of flagrant violations or, at least, 
unreasonably broad interpretations of nonscheduled operation ? 

Immediately after World War II there was a terrific pent-up de- 
mand for air transportation. One significant reason for this was the 
fact that the scheduled airlines had given half their fleet of planes to 
the military forces. As a result, almost anyone with an airplane 
could keep it full even without operating a route- type service between 
designated points. By virtue of veterans’ priority on purchases of 
surplus aircraft, many surplus transports were purchased by veterans 
and they set up nonscheduled operations under the broad exemption 
privileges of the civil air regulations which were designed solely for 
fixed-base operators. 

Later, however, when the scheduled carriers began to get deliveries 
on their new, larger, and faster aircraft they were able to take care 
of the bulk of the traffic demand in their regular services. 

With this turn of events, the nonskeds found their easiest, if not 
only, method of survival in operating regularly between a handful of 
high-der sity traffic centers over the franchised routes of the certifi- 
cated carriers. 

At that point, the irregular carriers began concentrating operations 
between large cities on a route-type basis without a certificate of public 
convenience and necessity, in direct violation of the Civil Aeronautics 
Act. Furthermore, and in order to entice a reasonable amount of 
traffic they had to offer cut rates. 

Now, I think we can all agree with the Sparkman report on this 
subject where it found that in most instances 





It cannot be reasonably concluded that these carriers organized themselves 
in bad faith for the purpose of violating the law. 

They were simply victims of the law of supply and demand. There 
did not exist a sufficient demand for true irregular service to keep in 
business the scores of nonscheduled operators who had set up their 
business under abnormal traffic conditions. With due respect for 


the Sparkman report, however, I must admit that I differ with its 
finding that 


Although it appears now that large craft like the DC-3’s and DC—4’s cannot be 
operated unless something in the nature of route-type service is authorized, it 
was not known then that such a service on a limited. scale would later be held 
unlawful. 


sy reading the Civil Aeronautics Act and the Board regulations, it is 
clear that everybody has been on notice that route- -type service, even 
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though not provided every day, is illegal without a certificate of public 


Exactly the same law exists today that existed when the nonsched- 
uled carriers began their operations. It was easy enough, then as now, 
to see that it is illegal to operate regularly between any two or more 
points without a certificate of public convenience and necessity. Let 

; not forget that “ignorance of the law is no excuse.” 

In the meantime, however, the CAB has consistently and sympa- 

thetically cautioned these carriers about the provisions of the act as 
gards sigulaalty of service. Time and again some of these com- 
inies have embarrassed the Board by willful violation of the act— 

d now they come to Congress and plead that the law be changed 
o as to make legal these illegal operations. That’s a fine how-do- 

ou-do, Suppose every time a man found it necessary to exceed the 
eed limit so he could continue to survive in his rum-running business, 

e changed the law to make his speeding legal ? 

In some quarte rs, the CAB has been rather severely criticized, and 

think unduly so, for the promulgation of “a i ition that seems 

learly unreasonable.” I would suggest, gentlemen, that the Board 
simply trying conscientiously to carry out the ms na ate of Congress 

laid down in the Civil Aeronautics Act, and that policy is not the 
making of the CAB, it was the making of the Congress. 

Now, what shall we do? Shall we let down the bars—come one, 
come all—and allow anybody who can scrape up a surplus Army trans- 

port to start operating between New York-Chicago-Los Angeles, or 
Ne »w York-W ashington- Miami? Wouldn’t we then be back where 
we were before the Civil Aeronautics Act was passed? Wouldn’t 
we then get so much cutthroat competition that in order to keep even 
our certificated carriers in existence, our subsidy bill would grow by 
leaps and bounds? 

Briefly, isn’t this situation basically the same as would exist if the 
ICC permitted anyone who could afford to buy a bus to operate 
it regularly between here and Pittsburgh or any other place, and offer 
cut rates to their passengers? I would hate to think what would 
happen if I tried it, even once a week, much less 14 or 15 times a month, 
as 1s suggested by the nonskeds to represent irregular service. And, 
I haven't seen any great clamor to get the Interstate Commerce Act 
changed. 

Just a word about the contention of the nonscheduled operators that 
they are the true developers of air-coach service: In all fairness, we 
should agree that they were the first to offer air service at vastly 
reduced rates. However, I also think it a fair statement that they 
did it from necessity, not from desire, in order to stay in Setutaee 
and the only reason they could offer cut rates was because they were 
conducting scheduled service under nonscheduled regulations. 

A recent nonsked release admits their so-called coach service is 
practically the same as regular air travel. Indeed, they say: 

Today’s low-fare, air-coach travel differs little from the high-cost, luxury 


travel provided by the scheduled airlines, except that meals aloft fall more in the 
box-lunch category and the reclining seat arrangements utilized allow less space 


per passenger. 

Obviously, that difference in itself cannot account for their ability 
to cut their fares substantially below regular rates, The big factor is 
the substantial difference between the economic and operational 
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requirements of the certificated and noncertificated carriers, and for 
that reason the noncertificated carriers have been able to continue 
in the market by offering what they now call “coach fares.” 

The only other significant reason that they can afford to offer cut 
rates is the fact that they do not serve unprofitable points and they 

cancel out the flight whenever they want to if they don’t have a good 
payload. 

It is also very true that a large number of the original employees 
of these irregular carriers were veterans. You have previously been 
advised of the far greater number of veterans in the employment of 
scheduled carriers and so I see no reason for us to become emotionally 
influenced by the allegations of either party. 

I would like to point out, however, that in many cases the pilots, 
for example, of the nonscheduled airlines are not regular employees 
but are hired by the trip. He may fly for one company today and 
another company tomorrow—sort of free lancing. That isn’t a very 
desirable situation from the standpoint of the employee or the com- 
pany, as has been brought out in a recent accident investigation 
report. 

It is also true that most of the nonscheduled operators started out 
as smal] businesses; and I agree wholeheartedly that every reasonable 
and consistent action should be taken to encourage small-business 
enterprise. 

The company with which I am associated is a small business and I’m 
not ashamed of it. We started out in 1939 with 5 or 6 employees 
conducting a fixed-base operation. We have been fortunate in being 
able to grow to some extent, and we want, like everybody else, to keep 
on progressing and offering more and better service to the public. 

Our company was also tempted, at the close of the war, to go into 
the large, irregular air-carrier business, and we made "exhaustive 
studies in this connection. At the same time, we were considering 
the operation of a scheduled local service system. The closer we 
looked at the picture the more it appeared that the boom wouldn't 
last, and, at least in our part of the country, large nonscheduled oper- 
ations conducted according to law would probably be a marginal 
operation. So, we filed an application with the CAB for a certificate 
of public convenience and necessity. The application was granted in 
1947. 

Now, suppose, after my company is able to develop a fairly sub- 
stantial traflic flow over our routes, after spending thousands of dol- 
lars on advertising and traffic development, and years of hard work, 
the CAB would permit so-called nonscheduled carriers to come in and 
parallel us on good traffic days, serving only the high spots and pass- 
ing up the smaller towns. That would be pretty discouraging, 
wouldn’t it? 

One of the primary goals of our small company is to reach the point 
of economic self-sufficiency. If the condition I have just mentioned 
is permitted to continue, then our possibility of attaining that goal 
is hopeless. 

Before closing, I would like to say just a word about the public- 
interest aspects of the problem before you. All too often we are 
inclined to place selfish interest before public interest. 

To be sure, it is in the public interest to have as large an air-transport 
fleet in being as possible. It is equally true that it is good to have 
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the biggest and best rail, bus, and steamship-transport systems. But 
all of this raust be consistent with sound, basic, public-utility prin- 
ples if we are to continue the superlative quality and quantity of 
Arnerinasn transport: ition systems, or, perhaps more to the point, if 
we are to continue the sound development of our air-transportation 
system. 

The public benefits of our well-established policy of regulated, 
franchised public utilities are well known to all of us. To. depart 
from that policy at this time and in this instance would not, I believe, 
be in the public interest. I fear that the cost of that departure w ould 
be far greater than the benefits. 

For the past 2 years we have again found ourselves in an abnormal 

raflic-demand situation, a situation which encourages illegal so-called 
nonscheduled operation as a result of the traffic stimulation stemming 
from the Korean mobilization program and the calling back of air- 
craft from the airlines for the military airlift. But we must not 
iwain be blinded by the glitter of gold in 90-percent load factors. Of 
this we can be sure: there will come another period similar to 1947, 
1948, and 1949. We had better be prepared for it. There will not 
then be enough traflic for a host of airlines operating over the same 
outes, and it’s far better that the proponents of such additional serv- 
ce under the guise of nonscheduled or irregular operations be put on 
notice now rather than let them expand their operations and later 
suffer the uncomfortable consequences of bankruptcy, as was the case 
with so many of our “nonskeds” just prior to the Korean fracas. 

Even today, the percentage of total air traffic hauled by non- 

scheduled carriers is so small that it could be absorbed by the cer- 
iiented carriers with very little, if any, expansion. So, in fact, we 

hould not be led to believe that ch: anges in the law permitting non- 
scheduled airlines to operate regularly without a certificate is an urgent 
matter of great national significance. Perhaps all of us have become 
too exercised over a basic ally simple problem by the use of distorted 
emotional appeals claiming assassination of small businesses operated 
by veterans who were the ‘true or iginators of aircoach travel. Those 
are not the kind of appeals on which the major policies of this country 
have been based. Our lawmakers for hundreds of years have used 
sound judgment based on hard facts to make their decisions. I am 
confident that policy will prevail. 

It is my sincere hope that what I have had to say will be of some 
assistance to the committee. I am indebted to you for this oppor- 
tunity to be here. 

Thank you. 

The Craimrman, Thank you, sir, for that very fair, reasonable and 
informative statement. 

The next witness is Mr. Woodley, president of Pacific Northern 
Airlines. 
Mr. Woodley, you may proceed, 


STATEMENT OF ARTHUR G. WOODLEY, PRESIDENT, PACIFIC 
NORTHERN AIRLINES, INC., ANCHORAGE, ALASKA 


sir, in any manner that you wish. 





Mr. Wooptry. Thank you, sir. 
My name is Arthur G. Woodley. I am president and general man-. 
ager of Pacific Northern Airlines, Inec., a scheduled air carrier au- 
thorized to transport persons, property, and mail between the United 
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States and Alaska and between points in Alaska. Pacific Northern 
is now commencing its 22d year of serving Alaska. The company 
was organized by me in Anchorage, Alaska, in 1932, and I have since 
that time been its chief executive officer. The original certificate of 
public convenience and necessity of the company was issued in accord- 
ance with the “grandfather” clause of the Civil Aeronautics Act. 
Further extensions of the company’s routes were the result of appli- 
cations and hearings before the Civil Aeronautics Board. In these 
hearings it was necessary to demonstrate that the services proposed 
were required by the public convenience and necessity and that the 
company was fit, willing, and able to perform that service. These 
certificates to which I have referred not only authorize the carrier 
to perform services over specified routes but require the carrier to 
render adequate service over those routes. 

During its 21 years of operation, Pacific Northern has never had 
a passenger fatality, a record which I believe is equaled by only 1 
or 2 other carriers os ‘rating under the United States flag. 

For the last year and a half Pacific Northern has provided daily 
round-trip service with 4-engine DC-4 equipment capable of carrying 
50 passengers or 8 tons of freight per flight between Portland/Seattle 
and Anchorage. The company has completed 100 percent of its sched- 
ules on this route, never having canceled a schedule during all this 
time. 

To keep abreast of the expanding commerce between the States and 
Alaska, the company recently purchased 2 additional DC-4 aircraft 
at a cost of $114 million to supplement its present equipment, and will 
very soon increase its States-Alaska schedules to 3 flights per day, 
with extra sections to be operated as business requires. This service 
will provide approximately 50,000 pounds of airlift to Alaska per day 
on the basic schedules, with proportional increases in capacity a 

extra sections are operated. 

During the last several years this committee and its predecessors 
have been bombarded by numerous charges concerning need for special 
treatment of irregular carriers operating between the States and 
Alaska. I think it is thane that somebody came forward and said some- 
thing on the other side, so that the record in this hearing will not be 
so one-sided as to prompt the committee to issue recommendations 
such as it did two years ago for special treatment for irregular air 
carriers operating to Alaska on the grounds that hardship was being 

caused to the Alaskan people by the Civil Aeronautics’ attempts to 
enforce the Civil Aeronautics Act and its regulations. 

There have been charges made that the peak seasonal movements 
which exist between the States and Alaska require nonscheduled or 
irregular service. There have also been charges made that the occa- 
sional shipping strikes with which we have been afflicted on the west 
coast, affecting boat service between Seattle and Alaska, necessitate 
the services of these irregular carriers, and if they did not exist the 
people of Alaska would be deprived of the necessities of life. 

In view of these statements as to the necessity of irregular service 
to complement the established service of scheduled carriers, I think 
it is proper that the facts be clearly presented at this time. 

Peak seasonal movements are not unusual in any area of transporta- 
tion and are certainly not unusual in the Pacific Northwest and Alaska. 
They have existed in the traffic between the United States and Alaska 
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‘thern for as many years as I can remember, and are normal increases that 
pany an be anticipated and provided for from year to year. While strikes 
Since of any nature cannot be considered normal occurrences in business, 
ite of they neverthesless have occurred with suflicient frequency in my area 
cord s to place the scheduled air carriers on the alert, and this alertness 
Act, is enabled us to meet the inordinate traftic demands created by tempo- 
ippli ry stoppages of shipping. 
these The statements made as to the desirability or necessity of non- 
0sed heduled carriers being permitted to operate in any area solely for 
t the \e purpose of assuring adequate transportation during peak seasonal 
hese aflic movements is contrary to a sensible philosophy of any form of 
trier ansportation. These peak-traflic periods are anticipated by any 
r to ompany engaged in business as being that period which will permit 
t to obtain sufficient business to enable that company to earn revenues 
had to carry them over the less lucrative period of the lean months of 
ly 1 isiness Which all companies naturally experience in their annual 






usiness cycle. 

The Cuamman. If you don’t mind an interruption, in this area 

hat type of a transportation need would come into being at certain 

eriods of the year? Would it be crops, movement of supplies, move- 
ent of people? What would constitute a change or bring about a 
peak in your transportation needs? 

Mr. Wooptey. Annually in the summer months the transportation 
f the canning industry personnel, construction personnel to Alaska, 
which creates a greater demand or a peak-traffic movement to Alaska. 
[he return of those personnel in the fall of the year creates a like 
peak season. 

‘he Cuarrman. Where would you draw on your equipment and 
from what area would you draw equipment to meet that peak? 

Mr. Wooptey. We would have the equipment. 

The Cuairman. You would have it? 

Mr. Wooptey. On our basic year-round schedules, we would operate 
extra flights as we do during those periods, and together with the other 
scheduled carriers we have handled all the peak seasons in all the past 
years. 

The Cuarrman. In other words, you have standby equipment. You 
have equipment that otherwise is put into a hangar and just left there 
for some emergency ¢ 

Mr. Wooptry. No, that is not true. 

The Cuamman. Then you have got equipment that you are not 
flying every day? 

Mr. Wooptey. No, that is not so. 

The Cuarrman, Let’s just follow right down there. You say there 
are peak seasons when you are going to have to fly more passengers 
because of the canning season. I asked you the question, “Do you have 
equipment sitting in a hanger waiting for the peak season?” You 
say, “No.” Then I asked you the next question. 

I just simply say this: Where do you get your equipment when the 
peak is there? You say you have it. Now the question is simply 
this: If you don’t have it in the hangar and if you don’t draw it 
from somewhere else, how do you get the equipment when the peak load 
comes? That is all that I am trying to find out. 

Mr. Wooptey. I have told you that we operate extra sections. It 
is not a question of obtaining extra equipment, Senator. The equip- 
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ment can be employed more hours during certain seasons of the year. 

The maintenance on that equipment can be picked up throughout the 

year. 

It is not a question of taking airplanes off the shelf, you see, and 
putting them into business. The airplanes are used throughout the 
year, with extra sections, extra trips, as the traffic requires. All com- 
panies do not utilize the full capacity that they have available. The 
public does not utilize the full capacity of a company’s or carrier’s lift. 

The Cuatmrman. That was primarily the question that I asked you. 
You must have something in the hangar that you can haul out when 
that time comes. 

Mr. Wooptry. We havea balance of capacity that is unused through- 
out the year and at all times. No carrier can perform 100 percent of 
its load capacity. 

The Cuatrman. Let me ask you this question, Mr. Woodley. As- 
suming that you have people seeking tickets and passage on one of 
your ships to Alaska and you inform them, “Well, we just have nothing 
to offer you today, we will take your name and will check, and if 
we have cancellations, we will let you know.” You have nothing that 
day and you have nothing the next day and the season is on and this 
man wants to get up there, and about the third or fourth day there 
is an accumulation of maybe 10 or 12 to whom you say, “Stand by, 
we have yourname. If we have space we will let you know.” 

After a while these 10 or 12 finally say, “Well, we have to look 
somewhere else.” 

They look around and they finally find someone who says, “I will 
fly 15 of you up there,” and so these dozen look around and they find 
3 more, and so the 15 of them fly up there. 

Now what would you do if you were the CAB and if you were a 
Member of Congress, after you had been keeping these fellows on a 
waiting list for about 3 or 4 days and the season was coming on and 
somebody had to get up there and get this cannery in operation or 
into full operation? Now, it is just that problem that I am sitting 
here with, Mr. Woodley. 

Mr. Wooptey. In the first place, we wouldn’t keep an airplane sit- 
ting around a hangar to handle 15 passengers or 3 or 4 passengers 
that might be delayed 2 or 3 or 4 days. Obviously the situation 
would make it rather uneconomical. 

If I were the Civil Aeronautics Board, I certainly wouldn’t counte- 
nance the standby service of any carrier to handle 12 or 14 or 15 passen- 
gers on an occasional basis once or twice a year. If I were a Member 
of Congress, I would not advocate such an uneconomic program. I 
think that answers the three phases of your question, sir. 

The Cnarrman. I was using that only as oneexample. I was trying 
to find out just what would be your answer if there were a few who 
had waited until they felt they couldn’t wait any longer. Now I know 
that that is the situation and I know it isn’t 12 or 15. I might be 
50, it might be 75 people. 

Mr. Wooptry. I understand, but we have made arrangements, we do 
make arrangements with these passengers with other carriers. All 
carriers can’t be loaded at the same time. 

The CHatmman. Here is a problem that we are faced with, and 
that is why the nonscheduled operator is making a living and is in 
demand at times, because you do have demands upon your services, 
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which your equipment is not able to meet, and you couldn’t afford 
to have standby equipment to meet those peaks in load. You just 
couldn’t operate with such a flexibility cal have it economical, and 
you know it and we know it. 

Mr. Woontey. That is right. 

The Cuatmrman. And, therefore, the man who is operating as a 
nonscheduled operator can come from some section of the United 
States anticipating what the load is going to be there, and you antici- 
pate it, but economically you couldn’t meet it if you wanted to. There- 
fore, this man comes in to meet that peak demand and he is a foreigner, 
in a sense, to that area. He meets the need, he goes to some other area 
of the United States where the same situation may arise, which the 
regularly scheduled operator cannot take care of. It would be non- 
economical for him to hold up equipment to take care of that peak, 
because your harvest is on in the Southwest right now and we have 
permitted Mexican workers in and we have permitted Puerto Ricans 
in and we have permitted other offshore workers to come in. They 
will seasonally move up and across this country and somebody is 
going to transport them. 

Mr. Wooptxy. Senator, that may be the function of the irregular 
carriers, to come from one part of the country to another part of the 
country where a need for the service exists. As Mr. Patterson said 
this morning, when the boat comes into Seattle to disgorge a number 
of people for distribution all over the United States, it demonstrates 
a function of the nonscheduled carriers. 

No contention has been made by me or anybody else, as far as I know, 
that the function of the irregular carrier can be terminated. The 
issue is that they do not perform the service that you suggest, but 
they attempt to operate a scheduled service over a defined, specified 
route on a scheduled basis in the same frequency as a scheduled car- 
rier, without the same obligation of service or without the same stand- 
ards, safety standards of the scheduled carriers. I think that explains 
the problem. 

The Cuatrman. Of course, they come in and say, “CAB will not 
let us operate on, say, two consecutive Mondays.” 

Mr. Wooptry. There have been a number of applicants before the 
Civil Aeronautics Board who have not been successful in their appli- 
cations to perform service over routes. I myself for a number of 
years have been an unsuccessful applicant before the Civil Aero- 
nautics Board. It did not prompt me to go out and operate contrary 
to the law. I applied for a route from Alaska, Juneau, halfway down 
the coast, in 1940, and later applied for the extension of service from 
Anchorage, Alaska, to the continental United States for the purpose 
of tying in the business that I had developed in Alaska with the 
source and the destination of most traffic, the continental United 
States—in 1940, again in 1944, in 1948, and I received the authoriza- 
tion, Senator, in 1951. But, in the meantime, I did not operate illegal 
services. I abided by the law of the Civil Aeronautics Act of 1938. 
We expect all citizens to do likewise. Now, every man and every 
citizen, anyone is entitled to apply for a route. 

The Cuamrman. Was there anybody operating when you first com- 
menced to operate in your first flyway ? 

Mr. Wooptey. No; there was not. 
The Cuatrman. You pioneered it? 
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Mr. Woopiry. That is correct. There was no service other than 
boat service between the continental United States and Alaska when 
I first went to Alaska. 

The Board turned down the application to render service from 
Anchorage to Juneau, the capital of Alaska, a distance of about 600 
miles, of course, for reasons that I could not understand as having any 
sense or any economic reason. We demonstrated that the Board was 
wrong. We subsequently got the certificate. We got the certificate 
in 1948, 6 years later. 

The Cuatmrman. What were you doing in the meantime? 

Mr. Woootey. We operated that route under an exemption au- 
thority granted by the Civil Aeronautics Board in lieu of a permanent 
certificate of convenience and necessity, and demonstrated that there 
was service required on that route, and then went in to the Board again 
and applied again for a permanent certificate 

The Cuamman. Were you flying regularly? 

Mr. Woovrry. We were fly ring regular service as authorized by the 

‘ivil Aeronautics ” a under a special exemption to transport per- 
sons, property and mail under contract with the Post Office Depart- 
ment for so much a Caneel if and when any mail existed. I think 
it was two bits-four bits a pound, a very famous phrase in Alaska in 
the early days, if and when you got it. But never in that time did 
I take it upon myself to take the law into my own hands and operate 
any route in violation of the Civil Aeronautics Act. 

That is what we are complaining about here, Senator, that so many 
of these irregular carriers have operated in willful and flagrant vio- 
lation of your laws, and it is about time it was stopped. Mr. Patter- 
son this morning mentioned that there should be a code of ethics, a 
standard of decency by all carriers, whether they be scheduled or 
nonscheduled. 

The CHarrmMan. You may proceed with your statement. 

Mr. Woopiry. If nonscheduled carriers are to be permitted to enter 
the transportation field in any area during the lush traffic season with- 
out any obligation’to perform service in the public interest during the 
lean periods throughout the rest of the year, it naturally follows ‘that 
the irregular carriers would be skimming the essential profits of the 
scheduled carriers and the scheduled carriers would be forced to gear 
their year-round operation to the minimum level of their lowest busi- 
ness periods. 

There again is an answer, Senator, to your question of what we 
would do in the peak season, how we handle these passengers. Maybe 
1 or 2 passengers here or there are inconvenienced, but in the public’s 
interest and not in the individual’s interest. That must be the cost 
of doing business the year around. 

With such a program, it is obvious that no carrier could promote or 
develop its service geared to the public interest, or the promotion of 
air commerce. Nor could it aid in the establishment of a system of 
air transportation that would provide a standby fleet of aircraft and 
personnel in the event of national emergency. 

Now, as to the seasonal loads, the record will show that all traffic 
offered in the past has been successfully handled by the scheduled 


carriers. I am speaking of my area, Senator, with which I am 
acquainted. 





han 
hen 


rom 
600 
any 
vas 
‘ate 


FUTURE OF IRREGULAR AIRLINES 233 


There have been no valid complaints by those desiring transporta- 
tion, of any inadequacy in scheduled services. ‘The only complaints 
that have been registered, to my knowledge, are the complaints of the 
irregular carriers and their supporters who have been thwarted in 
their attempts to divert this business from the scheduled carriers. 
A review of the record will plainly show that these nonscheduled car- 
riers are of no help in meeting any peak seasonal demands, because 
by the very nature of their irregular service they cannot be relied upon 
to be available from year to year or month to month to meet inordinate 
public demands for service since they have no obligation to provide 
service over any particular route for any particular length of time 
in any part of the United States or its possessions. The scheduled 
carriers must, therefore, and do, in their planning provide well in 
advance of the demand. both equipment and personnel to handle the 
available traffic. The presence of the irregular carriers during such 
periods only adds to the confusion of handling this traflic and creates 
a burden on the scheduled carriers to compete at the last moment for 
business which they have arranged for and provided for in their pre- 
season planning. 

In respect to the nonscheduled carriers handling any of the de- 
mands of traffic during a shipping strike, the volume of airlift capacity 
that they have had available in this area—and I mean the Northwest 
area—in the past could not make a dent in the cargo that would be 
awaiting transportation to Alaska if even one shipload destined for 
the Territory should be tied up due to a strike. Certainly there can 
be no excuse for permitting the existence of a nondescript type of 
transportation service to exist from year to year solely for the pur- 
pose of aiding the scheduled carriers during the short duration of a 
strike. 

Again, you say the function of an irregular carrier must be to come 
from one section of the country into the Northwest and take care of 
the situation during a strike, but not to establish themselves as a year- 
round scheduled service just to provide for some contingency that 
might occur. Insofar as the situation presented by an interruption of 
surface transportation is concerned, I should like to refer to our 
experience during the past 2 months when Ocean Van Lines suspended 
service on March 10. After the normal lag of about a week required 
for current inventories to be consumed in Alaska, a demand for air 
shipments of perishables developed. Pacific Northern operated extra 
sections for cargo, as required, and, between itself and the other sched- 
uled carriers, handled all the cargo offered and all that we could ob- 
tain through active solicitation. 

It is interesting to note and it is highly significant that simultane- 
ously with the cessation of service by Ocean Van Lines, Air Transport 
Associates, a nonscheduled carrier operating over this route, volun- 
tarily suspended its cargo lift to Alaska so as to create the impression 
that diminution of cargo capacity to Alaska was the result of Air 
Transport’s suspension of service. This action was designed to create 
sympathy and to stimulate the merchants of Alaska to petition the 
Government and especially your committee to permit ATA to con- 
tinue in business even though the court of appeals and the Supreme 
Court itself had upheld an order of the Civil Aeronautics Board 
wrdering that company out of business because of continued and will- 
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ful violations of law. It is also interesting and very significant that 
during this period ATA solicited passengers while refusing to accept 
cargo, and, while flying passengers to Alaska, appealed to the certifi. 
cated carriers to handle the cargo which they had themselves earlier 
solicited. What useful purpose can this type of carrier serve? They 

only confuse the honest efforts of the scheduled carriers to meet an 
unusual situation. These tactics and this type of service are not of 
the character and quality that Congress intended should exist in the 
orderly development of air commerce, the postal service, and the 
national defense. 

Alaska needs and deserves better and more dependable service than 
the nonscheduled carriers have operated in the past or could be ex- 
pected to operate in the future. The nonscheduled carriers are not 
concerned with the public convenience but primarily with their own 
convenience. They operate only when it is to their own economic 
interest to do so, irrespective of the public need for any service which 
they hold out to perform. It is significant that the “nonskeds” oper- 
ate only over the long-haul high-density traffic routes. They do not 
serve, nor do they propose to serve, the intermediate points between 
Seattle and Anchorage or those many points within the interior of 
Alaska which are more dependent upon air transportation service 
than are the larger towns of Anchorage or Fairbanks. Some of these 
towns to which I refer are Ketchikan, Sitka, Petersburg, Wrangell, 
Juneau, Cordova, Kodiak, Platinum, Bethel, Nome, Seward, Valdez, 
and Kotzebue. These are important distribution centers in Alaske 
which are most-seriously affected by shipping strikes. No nonsched- 
uled carrier serves these communities. Nor do they serve several 
hundred other communities in Alaska which are totally dependent 
for their transportation and communication on the certificated sched- 
uled carriers which serve these points on a year-round basis. These 
points have never been seen, much less served by the nonse heduled 
carriers. Seventy-three percent of the entire population in Alaska 
resides in such rural places as these. 

The Cuarrman. Do you serve them, Mr. Woodley? 

Mr. Woopiry. We serve all but Nome, Seward, Valdez, Kotzebue, 
Platinum, and Bethel. 

In the interior we have applied for Ketchikan. Sitka is served 
by Southeastern; Sitka, Petersburg, and Wrangell. Juneau, we have 
served daily in the last 7 or 8 years. Cordova is on the Anchorage- 
Juneau route of Pacific Norther n. Kodiak, we supply service twice 
a day and more frequently in the summer months, as business requires. 

So either we or one of the certificated Alaskan carriers serves these 
routes on a daily basis. 

The Cuatrrman. Have you applications to CAB to serve any of 
those areas, that are now pending? 

Mr. Woopitry. Yes, we have an application to include Ketchikan 
in southeastern Alaska on our Seattle-Juneau route. 

The Cuatrman. What is the reason that they haven’t acted on your 
application ? 

Mr. Wooptry. We filed here only about a month or two ago. We 
are starting operation on this route the 2ist of this month. 

The CnHairman. Why hadn’t you submitted an application earlier ? 

Mr. Wooptry. We haven’t started to operate the route yet. 
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The Cuarrman. Why do you now make application? Why hadn’t 


you made application in 1952? 


Mr. Wooptey. Actually, Senator, we made it in 1944, you see. 

The Cuamman,. And why didn’t they act on it? 

Mr. Wooptry. Well, they did act on it, Senator, along with other 
applications, and they awarded another carrier the right to serve 
the route that I applied for. 

The CHAmRMAN. But you are still trying to get it? 

Mr. Wooptry. So to speak; yes. 

The CuairMan. That is the wholesome thing about it. There are 
still those that you want to compete with. "The thing is not yet 
frozen. 

Mr. Wooptery. No, sir. 

The CHarrman. And there is somebody right at your back door 
trying to scratch that door open. 

‘Mr. Wooptery. That is right, there is free enterprise in this business 
ye i and there is competition in this business. 

he Crairman. In other words, you are knocking at the other man’s 
door and somebody is knocking at your door. 

Mr. Woop.ey. That is right, and anyone is free to knock at anybody 
else’s door under proper processes as set up by this Government, you 
bet. Every man has a right to compete for business, and I don’t think 
anybody complains about legitimate competition; but I am strongly 
opposed to underhanded illegal competition, and I speak freely in 
opposition to it. 

The Cuatrrman. Of course that is what the CAB is trying to regu- 

late—so there will be nothing illegal. That is why they have set up 
certain nonscheduled permissible operations. 

Mr. Wooptry. That is correct, sir. 

The CuHairman. That, of course, is not illegal. 

Mr. Wooptey. I think the Civil Aeronautics Board has been most 
lenient, and perhaps too lenient with its permissive authorities to meet 
a situation that they were unable, because of the wholesale violations, 
adequately to e nforce. I think that is your problem. 

I think the CAB has an enforcement staff of approximately 4 men 
and maybe 3 girls, to enforce the law in an industry of fifty-some-odd 

carriers, so they must rely on the integrity of the carriers that are 
baldine their certificates, because the CAB, with its limited enforce- 
ment staff would not be in a position to enforce or control a recalcitrant 
industry. 

The Carman. You may proceed with your statement, sir. 

Mr. Wooptey. Air Transport Associates has represented before 
your committee, in the past few years and again in the past few days, 
what they have done for Al iska and how essential their services are 
tothe Alaskan people. Actually, the services of ATA are no more than 
Q drop i in the bucket compared to the services of the scheduled carriers. 
Over 95 percent of air traffic to Alaska, passengers and cargo, has in 
the past been carried by the scheduled airlines. In the first 3 months 
of this year Air Tr ansport Associates operated approximately 50 trips 
to Alaska, each trip having a capacity of approximately 11, 000 bdabidl 8, 
thereby supplying 550,000 pounds of available airlift. The scheduled 
carriers operated in the same period 667 trips supplying 10,672,000 
pounds of airlift. Approximately 65 percent of this available capacity 
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was utilized, thereby leaving approximately 314 million pounds of 
airlift that could be emp loyed by many of Air Transport’s customers 
who were wiring and writing your committee that there was a shortage 
of airlift to Alaska and asking your support in behalf of Air Trans 
port’s continued operation between the States and Alaska. This 
unused capacity supplied by the scheduled carriers is, as you can see, 
over six times the total amount of capacity offered by Air Transport 
Associates. 

The only cargo and the only passenger traffic that the nonskeds have 
handled was taken from the scheduled carriers by cut-rate tactics, 
either by a lesser advertised or quoted fare or by granting a larger raté 
of commission to agents than the scheduled carriers are permitted 
to pay. Certainly no one aware of the difference in the standards 
of service between the scheduled and the irregular carrier would 
patronize the services of the irregular carrier unless it would be for a 
financial saving. These same people are certainly not aware that the 
type of equipment employed by Air Transport Associates, for instance, 
is an aircraft that the scheduled airlines are not permitted to use in the 
transportation of passengers. The only reason that Air Transport 
A S00 utes is able to continue in operation and to compete with the 

Sc rped ‘duled carrier is its ability to obtain obsolete equipment from the 
Air act for Hidip ulously low rentals. 

The CuatrMan. But you will agree that they have an excellent 
record of performance. 

Mr. Wooptry. I do not agree to that, Senator, by any manner or 
means. 

The CHarrman. Can you point to accidents? 

Mr. Wooptxy. I will bring that up later, if I may be permitted 
to do so. 

The Cuarrman. Their record speaks for itself, does it not? 

Mr. Wooptey. It speaks for itself. Any record speaks for itself, 
Senator. 

The Cuarrman. Yes; and it is a good record. 

Mr. Wooptny. I would not say it has an excellent record; no. In 
1949 or 1950—I haven’t got the figures, though I may have them with 
me—the record of the nonscheduled airlines was approximately 20 
fatalities per 100 million passenger-miles flown, and, for the same 
number of passenger-miles flown, the record of the scheduled carriers 
was 1.3, a discrepancy of almost 20 to 1. 

And somewhere, Senator, between those two figures lies the many 
pines that make up the difference between safety and hazard. 

I don’t think their record is good. They have improved their record 
in the last year or two, I will grant you that, so their improvement is 
good, but I wouldn’t say the record is good. 

The CHaman. We have facts, how ever, that would indicate what 
their record is. 

Mr. Woopiey. You have a fact in this record that I would like to 
correct and intend to correct, if I may be permitted to. I would like 
to correct a fact that was stated, what obviously appears to be an 
excellent safety record. I will come to it in a moment, if I may. 

The Cuatrman. You may proceed with your statement. 

Mr. Wooptry. Regardless of the contention as to the safety record, 
the reference I made was that they have been able to continue in busi- 
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ness because they have been able to obtain obsolete equipment from 
the Air Force at ridiculously low rentals. Until recently the rental 
on such aircraft was $300 per month, and, because of public resentment, 
it has been recently raised to $1,800 a month upon the termination 
of the original leases. The going rate applicable to equipment em- 
ployed by us and other scheduled carriers is over $20 000 per month 
per aircraft, with the obligation to provide full and nik insurance 
coverages and the further obligation to make payments to the lessor 
currently. 

This method of operation—that is, employing inadequate and ob- 
solete equipment ; obtaining traffic by cut-rate tactics; obtaining traffic 
through the payment of larger commissions to agents than is “legally 
permissible for the se heduled carrier; having no « obligation to provide 
ervice of any nature or any regularity on any route; and operating 
haphazardly without proper crew training or route familiarization— 
this method of operation is not conducive to the orderly development 
of air transportation of the character and the quality envisioned by 
the Congress to be in the public interest, the postal service, and the 
national defense. 

While we are speaking of the method of operations, Senator, may 
I speak of the methods of operations of Air Transport Associates, and 
especially of the methods of operation of its president, Mr. Amos 
Heacock, who has appeared before your committee in the past and 
has presented his case before your committee in this hearing through 
a representative or substitute for himself. 

When Mr. Heacock began his business in 1948, apparently he had 
no intention to comply with the law or to operate his airline within 
the authority permitted him by the Civil Aeronautics Board. He came 
to Washington, announced that he was going to devote his full energy 
to working here in Washington as a “lobbyist. to lobby before the 
Congress and the committees of Congress and individual Congressmen 
to overthrow the regulations of the Civil Aeronautics Board. 

He established, to begin with, the National Independent Air Car- 
riers Association, which was later changed to Air Coach Transport 
Associates, Inc. And I want you to mark the similarity of that 
name to a well-established and reputable association of the scheduled 
airlines, namely Air Transport Association of America, which is the 
association of the scheduled airlines. One of the first acts was to write 
a letter addressed to fellow members of the National Independent 
Air Carriers on January 26, 1949, and I would like to emphasize 
that date. It was within 6 months of ATA’s starting in business 
in July 1948, and 5 months prior to applying to the Civil Aeronautics 
Board for any type of an operating authority, which they did May 
9, 1949. 

So before the Civil Aeronautics Board had antagonized this man 
by trying to discipline him for violations of the law, he wrote this 
letter which is too lengthy to take up the time of this committee in 
reading. I would like to submit it, however, for the record. I would 
like to be permitted to read one paragraph. 

The CHarrmMan. It may be submitted for the record. You may 
proceed to read that paragraph. 


83796—53——16 
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Mr. Wooptry. Skipping several paragraphs, it says: 
Dear FELLOW OPERATORS: 
I submit the following general program. It is an aggressive program—the 
eonference agrees this is necessary. The CAB must be attacked directly—its 
right to draw funds from the Post Office Department must be attacked—its pres- 
tige as a Government agency must be attacked. It is naive to believe any kind 
of argument before the Board will impress it. 


(The document in its entirety above referred to is as follows:) 


NATIONAL INDEPENDENT AIR CARRIERS, 
January 26, 1949. 


Dear Feitow Operators: Perhaps you have been amazed by the recent action 
of the Civil Aeronautics Board in giving notice that your letter of registration 
was to be revoked. Of course, you are permitted to apply to the Board for an 
individual exemption. But that puts the burden of proof on you. All rights to 
operate your aircraft would be withdrawn. 

Perhaps you couldn’t prove to the satisfaction of the Board that you are 
operating “irregularly and infrequently”’—then the Board could refuse you the 
right to operate. The “circling dates on a calendar” method of regulating an 
industry is no longer childish doodling to be ridiculed. The CAB really intends 
to run you out of business if your manifests don’t fall into the right combination. 
Modern Airlines has just been enjoined by Federal court to force compliance. 
The same court action can be applied to any of us. We will have to pay out 
attorney fees to prove our right to live, and then we won't be able to prove it. 

Confidential information indicates this is not another skirmish with the Board 
but the final battle to live. Skeptics who think that this can’t happen in 
America—that an entire industry can’t be declared guilty of unlawful com- 
petition with the airline monopoly, have its right to live revoked, and be forced 
to prove its innocence under rules set up by the persecution—had better look to 
their law. A representative of the CAB merely replies smugly, “We have the 
authority.” Yes, after 10 years of monopoly control of the industry the CAB 
is ready for this ultimate move. Economic strangulation was too slow—we must 
be regulated out of business. 

What to do about it? I submit the following general program. It is an 
aggressive program—the conference agrees this is necessary. The CAB must be 
attacked directly—its right to draw funds from the Post Office Department must 
be attacked—its prestige as a Government agency must be attacked. It is 
naive to believe any kind of argument before the Board will impress it. 

So long have they been steeped in the monopoly concept of air transportation 
that they cannot think otherwise. All competition with monopoly is a bad 
thing. Independent competition forced freight rates down. Independent com- 
petition established a new standard of living in Alaska. But don’t try to tell 
these things to the Board in private hearings and expect results. Tell it to 
Congress and the American people. The CAB must be exposed naked before 
the public with only an entrenched monopoly supporting it. 

What do we want? We know what to fight against, but what do we want? 
Do we want just the status quo existing before the CAB made its present move? 
Do we want to try to continue in irregular, sporadic, and charter activity that 
may not be able to survive economic pressures? Or do we want the right to 
maintain a second-class air-transportation system—without subsidies and with- 
out franchises—and without CAB interference? Do we want to have our backs 
to the wall continually just for the right to live or do we want to start fighting? 

Everybody loves a fighter. Working newspapermen love a fight of the under- 
dog against monopoly. The public loves a fighter, too—especially if his fight in- 
cludes issues of importance to the general public. And Congress loves a fight 
if the public is backing it and their constituents hear about it. 

To attract wide popular support we should campaign for a people’s airline 
system—at rates the worker, the housewife, the small-business men can afford. 

We should campaign for universal first class mail by air carried at competitive 
ton-mile rates instead of a limited subsidized airmail system. The idea of a 
4-cent stamp for first class mail by air is universally attractive. Besides, it 
attacks the source of power of the CAB—the Post Office funds it spends. 

We should organize a national airlift to attract the support of citizens 
interested in national defense. No Congress will permit an industry to be wiped 
cut that proves itself to be an exceedingly important national defense reserve. 
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We must be prepared to offer 100 percent of our facilities, equipment, personnel, 
and management, available 24 hours after a national emergency is declared. 
This is in contrast to the Air T-ansport Association’s best offer of 30 percent. 

It may be interesting to all independent air carriers to know that only last 
year a military plan was developed and the funds were actually appropriated to 
finance a training program for Air Force Reserve pilots and other crew men. 
The program was to involve scheduled and nonscheduled carriers. Due to 
sabotage of the program by the ATA, lack of national organization of the in- 
dependent carriers, and pressure within the Air Force for a training program 
handled exclusively by the Air Force, the program was abandoned. One of the 
moves implementing this change of policy was the transfer of 300 C-46’s formerly 
available to the industry for lease to MATS and Troop Carrier Command for the 
Air Force’s own training program. In other words, a strong national independ- 
ent air carrier organization a year ago with a national airlift (and training) 
program probably would have swung the scales in our favor. It is even possible 
to reverse the policy if public support grows for a national airlift sponsored by 
our organization. 

A word of caution. Don’t fail to support your own group, the only one that 
can solve your problems, because of the mistaken feeling that emphasis is on 
problems that you feel may not be yours. 

l‘or example, emphasis for the moment may appear to be on air-coach opera- 
tions of the transcontinental carriers. But there is a reason for that. Repre- 
senting a large group of 1-, 2-, and 3-plane carriers (my own company, Air 
Transport Associates, Inc., operates 2 C-46’s to Alaska), I concur in this strategy. 

If we plead our right to live on the basis of proving ourselves irregular, we are 
lost. Remember, the CAB makes the rules—and marks the calendar. So the 
carriers who make no pretense of being irregular are our first line of defense. 
Until the air-coach carriers are cowed into submission, the Board’s enforcement 
staff cannot attack the smaller carriers—some of whom naively believe they can 
prove irregularity. If you fly, if you offer a service and agree to complete ¢ 
service dependably—you are regular and bad. The Board’s idea of an irregular 
carrier is either a bankrupt one or one which doesn’t have any business that a 
certificated carrier might like to have. 

The larger independent carriers have more financial resources to bear the brunt 
of the court attack. Once that barrier is removed we can all expect court action. 
Standard Airlines defeated an injunction because it was filed by American Air- 
lines and not by the Board. We know that certificated air carriers throughout 
the country were planning similar court actions against the competition in their 
areas. Now the CAB’s injunction against Modern Airlines has stood the test 
of the courts. All of us can expect court action if we fail to comply with irregu- 
larity as per the calendar. 

We must throw off the shackles of acceptance of a position as nonscheduled 
or irregular carriers. We are avoiding use of these adjectives in publicity. We 
are the independents in the air-transportation industry. We have the sympathy 
of independents in other businesses. We have the support of such experienced 
and respected antimonopolists as Senator O’Mahoney, of Wyoming. To sup- 
port our demand for freedom of opportunity, to avoid the ceiling imposed on 
success by the CAB, we must unitedly refuse to accept the thoroughly discredited 
“irregular” type of exemption. 

We demand a new exemption for our type of service just as the freight carriers 
obtained 292.5. We want a broad exemption recognizing our vital role as a 
yardstick to expose the colossal inefficiency of the scheduled airlines. Unlimited 
expansion as in any other industry should be permitted provided we do not ask 
Government subsidies or exclusive franchises along our routes, 

Scheduled airlines “first class” service attracts only 10 percent of the people 
of the United States. We seek the 90 percent with the second-class service that 
has been so successful. We agree to accept our second-class position and deal 
with the 90 percent. We shall fight airmail subsidies and shall intervene when 
the Board seeks to offer mail pay to certified carriers competing with us at our 
rates. They had their grandiose postwar ideas of luxury-type transportation for 
everyone. Let them stick with the luxury traffic and try to convince the Congress 
they need ever-increasing airmail subsidy. 

If you charter operators or contract operators think this is not your fight, 
read the bill sponsored by the A. T. A. designed to extend the control of 
their CAB over contract operations. It was defeated last session but will 
come up with stronger support this session, Contract operators must support 
a fighting organization or go down too. 
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The executive committee of NIAC is well aware that the conference was hastily 
organized. This was necessarily so, because many of the carriers could not 
believe earlier that the aim of the CAB was to order us out of business by 
Government fiat or force us into such sporadic irregularity that it would be 
economically impossible for us to survive. 

Recognizing that carriers who were only indirectly represented at the con- 
ference or who were not represented at all would want to participate in the 
construction of any permanent plan or program, there has been no attempt to 
make up a permanent organizational structure at this time. All officers are 
temporary and expect to resign whenever a large enough representation direct 
from the carriers makes it desirable to call a convention. The convention may 
be preceded by regional meetings of carriers. But whenever a convention is 
called the permanent organization will be set up and a direct vote by carriers 
will determine future plans and policies and officers. 

What you must do to help: 

A fight organization cannot fight without financial support. If the emergency 
is not urgent enough for you, don’t support us, but don’t expect support when 
the United States marshal tans you on the shoulder. 

Fund raising was placed on a sound basis of low initiation fees and dues 
with the larger companies paying the larger assessments. Funds disbursements 
are controlled by three trustees, attorneys representing the national air carrier 
associations. Checks must bear the names of all three. The executive secre- 
tary, Mr. Mitchener, has a smaller checking account to handle routine expenses 
which will be reimbursed from time to time by the trustees. 

Your funds are protected. You have, in the aggregate, full authority to run 
your organization as you see fit. None of us is getting anything out of the 
organizing job but extra expenses which we pay ourselves and the sacrifice 
of our time from our own businesses. 


As I write this letter I must leave Washington, D. C.. the same day for Seattle 
to attend to my own business. 

As I leave Washington, an organization is formed representing the industry, 
a national office is established, and a vigorous public relations campaign is 
well under way: But without support, all of us have been wasting our time. 
It is now up te you. Initial contributions are listed in enclosure 2. Other 
organizations represented at the Conference promised full participation, both 
financial and otherwise. 

In addition to the report of the conference (enclosure 1) and the report of 
financial status (enclosure 2). I also enclose a copy of the minutes of the 
conference (enclosure 3) which contain the important motions and resolutions 
which led to the establishment of National Independent Air Carriers. If you 
have not already made your contribution to this all-out effort to save your life, 
figure what your share’should be by the formula contained in enclosure 1 and 
mail your check today to National Independent Air Carriers, at the address 
on the letterhead. 

But we need more than financial support. 
campaign with Congress needs your help. 
far we go is now up to you. 


Our publicity campaign and our 
Get behind your organization. How 


NATIONAL INDEPENDENT AIR CARRIERS, 
Amos E. HEAcock, 


Chairman, Executive Board. 
Mr. Wooptey. Part of this campaign to discredit and ridicule the 
Civil Aeronautics Board and the scheduled airlines was a series of 
advertisements on a national scope. There were full-page advertise- 
ments in the eastern papers. I have here a series of what I would 
refer to as rude, vulgar, and scurrilous advertisements designed to 


ridicule the Civil Aeronautics Board and the scheduled airlines, and 
I would also like that to be inserted in the record. 


The Cuamrman. You mean the photographs? 
Mr. Wooprey. I would like this format to be inserted in the record. 
The CHatmman. It could be held in the committee’s record, but I 


am sure that we could not have it printed in these hearings. It will 
be held as a committee record. 
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Mr. Wooptry. Well, I think they should be part of your committee’s 
records for your study. 

The Cuarrman, They will be held as a committee record for our 
study, yes, sir. 

Mr. Wooptxy. And I think what would be very helpful for your 
‘committee is an exhibit of Pan American’s in docket 5132 dealing 
with the large irregular air carrier investigation which defines or 
spells out pretty well in concise form and in easy reading “The Ori- 
gins and Continued Existence of Noncertificated Irregular Air Car- 
riers Are Ascribable to Inequitable Double Standards in Regulatory 
Policies and Requirements.” I think we would all be interested in 
reading about that, Senator. 

The Cuarrman. That will be included in the record. 

(The document above referred to is as follows:) 


















[THE ORIGINS AND CONTINUED EXISTENCE OF NONCERTIFICATED IRREGULAR Arr CaAR- 
RIERS ARE ASCRIBABLE To INEQUITABLE DOUBLE STANDARDS IN REGULATORY 
POLICIES AND REQUIREMENTS 











OF THE ORIGIN, MUSHROOM GROWTH, AND PERSISTENCE OF NON- 
CERTIFICATED AIR CARRIERS 


SUMMARY HISTORY 









In evaluating the causes and effects of noncertificated operations in overseas 
and foreign air transportation, it is essential to give adequate recognition to 
the double standards in regulatory policy as between such operations and the 
operation of certificated air routes. Explanation for the advent of postwar 
noncertificated operations in the overseas and foreign fields lies in the un- 
restrained manner in which so-called nonscheduled or irregular carriers were 
able to— 

1. Commence and continue operations whenever and wherever they chose 
without first obtaining certificates of public convenience and necessity ; 

2. Operate under no air carrier operational safety requirements before 
September 15, 1946, and only minimum, though successively increasing, such 
requirements thereafter (see exhibits PA-61, 62) ; 

8. Offer their transportation to the public without filing or observing any 
tariffs whatsoever prior to June 10, 1947, and thereafter, almost without 
exception, at rates, fares and charges entirely unregulated and uncontrolled ; 

4. Obtain flight equipment from surplus sources, absent any significant 
engineering, production, or development costs (cf. exhibits PA-46, 47, 50 
and 52) ; 

5. Inaugurate operations over established airways, utilizing all benefits 
of facilities established and maintained by others (cf. exhibits PA-45 and 
PA-50) ; 

6. Concentrate on high density, profitable routes; 

7. Avoid, at will, operating any unprofitable flights or service; 

8. Avoid establishing any semblance of organization and related facilities 
necessary for engaging in overseas and foreign air transport under public 
utility type of regulation, including components of organization reanired 


for: 


























(a) Continually available, qualified maintenance; 

(b) Technical research, engineering and development of equinment. 
accessories, facilities, and structures; 

(c) Unfailing sources and stores of supplies; 

(d@) Sales and promotional expansion of the market; 

(e) Services for the public before and after transportation is per- 
formed ; 

(f) Accounting and reporting; 

(7) Coordination within and among industries; 

(h) Participation in solving problems of international complexity ; 


and 
(i) Continued improvement and simplification of procedures relating 


to all functions; 
9. Raid and divert available traffic on established routes without regard 


for the ability of certified services to accommodate such traffic, and without 
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either obtaining the acquiescence of the certificated carriers or justifying 
such operations before the Board (cf. pt. 207, Economic Regulations) ; and 

10. Operate for substantial lengths of time before being effectively re- 
strained in flagrant disregard for even the meager requirements imposed 
by the Board. 

The fact that the noncertificated carriers were able to inaugurate and con- 
tinue operations in the overseas and foreign field under these above-enumerated 
circumstances does not, however, afford to them any vested right to continue 
such operations. Neither have such circumstances represented consistency 
with the purposes and objectives of the Civil Aeronautics Act nor conformity 
with any planned program of the Civil Aeronautics Board. 

While the irregular air carriers purportedly relied on the Board’s general 
exemption for nonscheduled operations as the basis for their entry into overseas 
and foreign air transportation, except where they operated on the theory that 
the Civil Aeronautics Act was not applicable, there was in fact no basis for such 
reliance. The initial exemption adopted by the Board was never intended to 
apply beyond the domestic field and even there it authorized nothing but a most 
limited type of operation. 

The First Annual Report of the Civil Aeronautics Authority, 1939, explains 
the origin of exemption for nonscheduled operations (p. 26) : 

“NONSCHEDULED DOMESTIC AIR CARRIERS 

“Twenty-six applications were filed by nonscheduled domestic air carriers 
under the ‘grandfather’ clause for permission to operate from their ‘fixed base’ 
to any place within the United States, or from their ‘fixed base’ to any place within 
a specified radius of such base. 

“Pending completion of studies with respect to this type of operation the 
Authority has exempted nonscheduled operations from the economic provisions 
of the act.” [Italic supplied.] 

The studies contemplated finally developed only sketchy information con- 
cerning the nature and extent of nonscheduled air services during 1940, and no 
change was then made in the exemption regulation. 

By a letter dated March 24, 1949, to the Honorable Edwin C. Johnson, chair- 
man, Committee on Interstate and Foreign Commerce, United States Senate, 
the Board’s Chairman explained the purposes of the exemption for nonscheduled 
operations as follows: 

“Prior to the enactment of the Civil Aeronautics Act in June of 1938, the air- 
transportation industry was not subjected to economic regulation by the Federal 
Government. Although the Government was paying large sums to airmail con- 
tract carriers, such carriers were not protected against possible excessive com- 
petition, for other carriers were free to commence operations wherever they 
liked without being required to secure a certificate or other authorization from 
the Government, other than one based upon safety requirements. The legislative 
history of the act shows that one of the principal reasons for its enactment was 
the desire to prevent excessive competition with resulting jeopardy to the financial 
stability and soundness of the air-transport system. 

“To meet the situation, the act established a system of economic regulation 
applicable to air carriers and air transportation. 

2 a * ~ a . * 

“There can be little doubt, therefore, that Congress intended to prevent un- 
bridled competition among air carriers, and to provide that air-transportation 
services should be regulated and authorized fundamentally through the issuance 
of certificates of public convenience and necessity, after notice and hearing. 

“At the time the act was passed, Congress realized, however, that full economic 
regulation of air carriers would impose undue hardship in some instances if 
applied to all air carriers without qualification or relief. Accordingly, by 
section 416 (b) of the act, Congress authorized the Board to grant an exemption 
from the economic regulation provided by title IV of the act in cases in which 
the Board finds that the enforcement of any such regulatory requirement ‘is or 
would be an undue burden on such air carrier or class of air carriers by reason 
of the limited extent of, or unusual circumstances affecting, the operations of 
such air carrier or class of air carriers and is not in the public interest.’ 

“The adoption pursuant to the authority of section 416 (b) of section 292.1 
of the Economic Regulations, generally referred to as the nonscheduled exemption 
order, shortly after the act became effective permitted nonscheduled operations 
to be carried on without requiring the operators to comply with the economic 
provisions of the act, the most important being the requirement of having a 
certificate. At this time, nonscheduled air transportation was of limited eco- 
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nomic significance. Although there were many such operators, most of them 
were engaged in air transportation to only a limited degree, chiefly as a by- 
product of other air services—for example, the sale and servicing of aircraft 
and accessories, aerial photography, flight instruction, aerial advertising, crop 
dusting, and the operation of airports. The Board recognized, therefore, that 
it would be unduly burdensome to require such operators to comply with the 
certification provision of the act. The Board recognized also that the services 
of such operators, complementing and supplementing the services of the cer- 
tificated carriers by providing a useful call-and-demand service, met a public 
need and were in the public interest. It must be emphasized, however, that the 
purpose of the Board was to authorize only the rendition of irregular, and there- 
fore limited and sporadic operations, and not to authorize regular, frequent, or 
scheduled operations” (Committee on Interstate and Foreign Commerce, U. 8. 
Senate, Sist Cong., hearing on S. Res. 50, pp. 494-495). 

Matters remained thus until after the close of World War II. Noncertificated 
operations were unknown in the overseas and foreign fields and even domestically 
activity was nominal. Because of this the Board found in its Investigation of 
Nonscheduled Air Services (6 C. A. B. 1049), heard commencing in March 1945 
and decided on May 17, 1946, that: 

“* * * The present proceeding has not developed the full factual basis which 
the Board customarily requires before making determinations of regulatory 
policy * * *” (p. 1052). 

However, the Board noted the increase which had commenced in noncertificated 
operations in late 1945 and early 1946, and observed : 

“These air-transportation services are not the casual, incidental air-transport 
operation of the fixed-base operator of prewar years. They are in all essential 
respects public transportation services performing a wide variety of service 
and operating throughout extensive areas. 

“We are not here passing judgment on any operator * * * but it is our opinion 
that by and large they are not services which are contemplated by the non- 
scheduled exemption order” (p. 1053). 

The revision of the nonscheduled exemption adopted by the Board following 
its 1946 Investigation of Nonscheduled Air Services, supra, served only to pro- 
duce further expansion of noncertificated services. In its annual report for 
1948 the Board related: 





“TRREGULAR CARRIERS 


“At the close of the war the availability of a large number of surplus transport 
aircraft of the C-47 and C—54 type, plus the large number of former military 
personnel who had extensive air-transport experience, led to the establishment 
of numerous new air-carrier ventures. By promulgation of section 292.1 of 
its Eeonomie Regulations, the Board in 1947 granted an exemption to the 
so-called large irregular carriers to conduct nonscheduled irregular operations 
for passengers or property domestically and for property only abroad. The basis 
and intent of this regulation was that these carriers would provide needed air 
services auxiliary to those furnished by the certificated scheduled carriers and 
would serve an economic function similar to that of the tramp steamer in ocean 
shipping. Events and developments subsequent to the issuance of this regulation 
have demonstrated that the economic opportunities for irregular operations are 
limited. The result has been that many of these large irregular carriers have 
suffered extensive financial reverses. Others, in an attempt to survive economi- 
cally, have gone far beyond the letter and spirit of section 292.1, and have engaged 
in what is in fact a scheduled service, in competition with the certificated carriers. 
The operations of many of these carriers appear to be illegal. Most of these 
operations have been confined to a limited number of areas in which there is 
a heavy flow of traffic, such as Puerto Rico to the United States, transcontinental, 
northwest to Alaska, etc. The charges and the general level of service which 
these carriers offer are substantially below those usually furnished by the certifi- 
cated trunk-line carriers, and the service is frequently referred to as coach-type 
service. 

“In the spring and summer of 1948 the Board launched a vigorous enforcement 
program against those irregular carriers which appeared to be willfully and 
flagrantly violating the exemption provided for them. (This group constitutes 
25 or 80 out of a total of 110 large irregular carriers.) The Board also directed 
its staff to prepare a revised edition of its regulation which would provide clarifi- 
sation of the operating rights of the large irregular carriers” (pp. 5-6). 
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The origins and activities of nonscheduled carriers operating between the 
United States and Puerto Rico provide a pertinent illustration. The advent 
and intensive operations of noncertificated carriers between New York and San 
Juan are of particular significance, since that route was opened to certificated 
operations only after the war. Although Pan American’s route application and 
the completion of hearings thereon antedated the commencement of any New 
York-San Juan operations by noncertificated carriers, these carriers, not being 
subject to the same economic controls, commenced operations without obtaining 
any prior authorization and in some instances before the certificated operations 
could be inaugurated. Pan American’s certificate for the New York-San Juan 
route was approved by the President on May 22, 1946, and after provision of 
facilities, proving runs, route familiarization, and other requirements were com- 
pleted, Pan American’s scheduled service was commenced on August 8, 1946. 
The following excerpts from exhibit No. PA-100 in Docket No. 2123 et al., 
accurately describe the atmosphere: 

“Pan American commenced the New York-San Juan service after having 
established before the Civil Aeronautics Board the usual public convenience and 
necessity requirements and after full certification by both the Board and the 
Civil Aeronautics Administration, all of which involved and required the expend- 
itures and investment of considerable sums. This authorization was received, 
however, and service was commenced in conformity with all governmental require- 
ments in the midst of unregulated competitive chaos reminiscent of and no less 
disorderly than existed in the United States in the motor trucking field prior to 
enactment of the Motor Carrier Act of 1935. The Civil Aeronautics Act originally 
was passed upon the assumption that such chaos would not be allowed to occur 
in the air transportation field. 

“After the termination of the war thousands of pilots and other airmen trained 
by the Military Establishment returned to civilian pursuits and acquired war 
surplus aircraft at bargain prices, thereby enabling them to embark upon full- 
scale air transportation operations. These operations were undertaken in reli- 
ance upon the general exemption regulation known as section 292.1 of the Board’s 
Economic Regulations which afforded privilege to conduct occasional and infre- 
quent nonscheduled services without compliance with certificate or airline opera- 
tion safety requirements. On May 17, 1946, the same day upon which the Board 
dated its order granting the New York-San Juan route to Pan American, the 
Board issued its decision in the investigation of nonscheduled air services, docket 
No. 1501. The Board therein commented upon the mushroom growth of air 
transportation services under the exemption authority, and the fact that they 
were not the casual, incidental, operations of the fixed-base operator of prewar 
years contemplated by the original exemption, but were in all essential respects 
major public transportation services operating throughout extensive areas. 

“The unusual postwar demand for transportation between Puerto Rico and 
the United States proved the most fertile field for such unauthorized, regular, 
and frequent operations. Pan American was therefore immediately confronted 
with inaugurating reliable, safe, and economically sound operations under fixed 
tariffs and stringent safety requirements while being subjected to the competi- 
tion of innumerable operators who were subject to no tariff requirements and 
very little in the way of safety requirements and who observed only the most 
flexible rate, fare and related practices. The result of the Board’s decision in 
docket No. 1501 was merely to require registration by such carriers and delay 
the matter for further study. Certain minimum safety requirements, however, 
were applied to the noncertificated operators, but with the usual grandfather 
provisions for applications filed within a specified time. The processing of these 
grandfather applications continued at a slow pace for many months and in the 
meantime operations continued in widespread disregard even of the meager 
requirements of the applicable part 42 of the Civil Air Regulations. Although the 
Civil Aeronautics Administration is reported to have received several thousand 
applications from nonscheduled operators for safety certification at this time, 
the number of carriers which made themselves known to the Civil Aeronautics 
soard by registration within the prescribed time were a small and insignificant 
fraction thereof. 

“Tt was not until after the further study and administrative processes incident 
thereto were completed that the important matter of filing tariffs was applied to 
the noncertificated competition which continued in great volume. Although 
tariff requirements became effective in June 1947, very few tariffs were filed 
before August or September of that year and to the present date many air trans- 
port operations between the United States and Puerto Rico have continued with 
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no appearance of compliance with tariffs now in effect. The number of such 
noncertificated carriers which have been permitted to continue to operate under 
letters of registration issued by the Board, or have actually operated in flagrant 
disregard for the Board's requirements, has been and continues to be so large 
that cutrate competition and practices among such carriers has been uncontrolled 
in their frantic scramble for the available traffic. 

“In order to insure the utmost in safety in its operations over Puerto Rican, 
Caribbean, and Latin American routes, Pan American has had to install and 
operate extensive systems of ground radio communications, radio navigational 
aids and weather reporting services. Pan American’s investments and accom- 
plishments in the meantime have become available to and been appropriated 
by not only the certificated air carriers and foreign flag carriers authorized to 
operate in the area, but also great numbers of noncertificated operators to their 
unjust enrichment at the expense of Pan American and the Public Treasury. In 
the case of radio navigational aids which are automatic and available to all 
within their range, it is impossible to determine the number of noncertificated 
earriers benefiting therefrom. These stations operate generally on an around- 
the-clock basis and any aircraft within the area may make use of the facilities 
and at the same time assume no responsibility of any nature for either the cost 
of installation, operation or maintenance of the facilities. The extent of usage 
of ground radio communication facilities by nonscheduled and charter operators 
is ascertainable to some extent and from the numbers known to make use of 
these facilities it is apparent that a great many are enjoying the benefits of all 
of the communication, navigational and meteorological services provided by and 
at the expense of Pan American in providing transportation between the United 
States and Puerto Rico. 

“Pan American’s weather reporting service existent throughout the area served 
by its Latin American routes prepares winds aloft and surface weather reports 
which are furnished to the United States Weather Bureau and which are broad- 
east at hourly intervals by Pan American’s local Latin American Division com- 
munications stations. The information furnished to the Weather Bureau is the 
basis for the preparation of forecasts made available free of charge to all air 
and surface carriers. The hourly broadcasts are available to all carriers in that 
the only requirement is to tune in the aircraft radio. The availability of all these 
services to noncertificated and charter carriers provides for them valuable and 
costly services at the expense of Pan American, thereby enabling such carriers to 
offer transportation services at rates and fares below those necessary for Pan 
American’s operations. 

“Experience has indicated the lack of financial responsibility of many of the 
noncertificated carriers, as illustrated by frequent insolvencies. In the past, 
however, as rapidly as one carrier has disappeared another has taken its place. 
A few have continued to operate at an alleged profit made possible by less strin- 
gent regulatory and safety requirements and the lack of investment in route 
facilities or expense of ground forces necessary to operate and maintain facilities 
which Pan American must and will continue to operate over its routes in pro- 
viding dependable and adequate services in both good times and bad. No in- 
quiry into the adequacy of the low rates which the excessive competitive non- 
certificated services account for has been undertaken and the frequency and 
volume of services provided at nonuniform, varying and bankruptcy-inviting 
rates currently continues. 

“Until Pan American recently was allowed to inaugurate a tourist fare be- 
tween New York and San Juan at reduced fares, the fares applicable for all 
New York-San Juan transportation were established in accordance with the 
general fare structure applicable to all of Pan American’s Latin American 
services. The fares of its noncertificated competitors however, have at all times 
varied according to whatever is necessary to induce the furnishing of passengers, 
largely by Puerto Rican ticket agencies playing one carrier against another in 
competitive bidding at a particular time or for a specific flight.” 

That the bulk of the operations engaged in by noncertificated carriers were 
never authorized or intended by any regulatory pronouncement by the Board is 
further confirmed in Chairman O’Connell’s letter of March 24, 1949, to Senator 
Johnson, as follows: 

“A tremendous growth in noncertificated operations followed the termination 
of the war. Although the irregular carriers now contend that they were led to 
believe that the scope of operations instituted at that time were lawful and per- 
mitted by the Board, the fact is that the Board gave adequate warning that 
noncertificated carriers were permitted to engage in irregular operations only. 
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In addition to instituting a number of enforcement actions, the Board near the 

end of the war instituted a general investigation into nonscheduled air services, 
and in its opinion in that proceeding, issued in May 1946, commented at some 
length upon the scope of operations permitted under section 292.1. Although 
space does not permit quotation of all of the pertinent portions of the opinion, 
the Board among other things said: [Here the chairman quotes at length from 
Investigation of Nonscheduled Air Services (6 C. A. B. 1049, at pp. 1054 and 
1055 ).] 

“Any noncertificated carrier which instituted regular services knew or, with 
the exercise of reasonable diligence and caution should have known, with reason- 
able certainty the extent of lawfully permissible operations. 

“In May 1947 the Board issued a revision of its regulation section 292.1, provid- 
ing for more extensive regulation of irregular air carriers. The Board found 
that stricter regulation of such carriers was required as a result of a certain 
amount of unlawful and irresponsible conduct by some of the carriers. No basic 
or significant change was made, however, in the nature or extent of operations 
permitted by the exemption, which were required to be irregular and, therefore, 
limited and sporadic. 

+ Y J * aa * * 

“The adoption of the revised regulation in May of 1947 has not seen an end 

of the difficulties created by the growth of the so-called nonscheduled and irreg- 
ular services which were instituted after the war. On the contrary, the degree 
and flagrancy of the violations under the existing regulation have steadily in- 
creased. With the small staff of enforcement attorneys available to the Board 
it has become increasingly difficult to maintain an enforcement program sufficient 
to cope with the numerous violations which have occurred. Even where enforce- 
ment proceedings have been instituted innumerable delays have occurred in the 
processing of such proceedings, both before the Board and before the courts, not 
only because of the requirements of due process but also because of the tactics of 
delay engaged in, in many instances, by the violating carriers. The flagrancy 
of violation has increased to such an extent that a number of the carriers are 
operating virtually a daily scheduled service which goes far beyond anything 
contemplated by the purpose and text of the regulation. One carrier has been 
operating daily (except Sunday) service hetween New York and the west coast, 
leaving one coast in the evening and arriving on the other coast the following 
day. Another carrier has been operating three flights each week between New 
York and Puerto Rico on the same days of the week, both northbound and south- 
bound. Enforcement proceedings are in process against both of these carriers 
but will require many months to complete. Moreover, even if a violating carrier 
is restrained or its operating authority revoked, experience has shown that in 
many instances the planes, pilots, personnel, etc., find their way to another large 
irregular carrier, with the result that the same enforcement process must be gone 
through once again. 

“After consideration of the problem posed by the operations of the irregular 
air carriers, the Board on December 10, 1948, published and gave wide circulation 
to a proposed revision of section 292.1 known as draft release No. 33. The Board 
invited comments upon the regulation to be received by January 15, 1949, but 
upon request that deadline was extended to February 1. Over 100 written com- 
ments were filed with the Board pursuant to this invitation. In addition, the 
Board on February 15 and 16 heard oral argument on the proposed revision, at 
which time all interested parties requesting it, including both the irregular and 
the certificated carriers, were given full opportunity to present their views upon 
the proposed regulation to all five members of the Board.” 

The proposal referred to, of course, after delays for various causes and other 
interim procedures has finally resulted in the instant proceeding, whereby repeal 
of the blanket exemption is contemplated after review of individual applications 
filed by each of the operators. 

A clearly discernible trend in the activities of noncertificated carriers can be 
identified with each regulatory or enforcement measure attempted by the Board 
within recent years. The imminency of limitations threatened by the various 
proposed. regulatory or enforcement procedures has served upon many occasions 
merely to cause carriers affected greatly to increase their unauthorized activ- 
ities—apparently in a desperate last minute effort to amass all possible revenues 
before the long delayed, but inescapable, date upon which full observance of the 
certificated requirements of the act is effectively required. 

In Chairman O’Connell’s letter of March 24, 1949, there also appeared the 
following: 
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“The Board believes that in enacting the act Congress clearly intended that 
operations of the nature and scope proposed by the irregular carriers should be 
permitted and authorized only pursuant to a certificate of public convenience and 
necessity. As indicated above, the certificate provisions of section 401 of the 
act form the keystone for the regulations of the air transportation industry. 
Congress wisely provided for the issuance of such certificates only after notice 
and hearing at which interested parties would be able to present their data and 
information and controvert the contentions and evidence advanced by the other 
parties to the proceeding. Procedural safeguards were thus provided for the 
issuance of certificates of public convenience and necessity, as distinguished 
from the limited privileges which may be granted, for limited purposes and 
periods, without hearing pursuant to the exemption provisions of section 416 (b) 
of the act.” 

In various certificate proceedings since the war’s end, all large irregular 
carriers have been afforded full opportunity to subject their operations to the 
tests of the public convenience and necessity and fitness, willingness and ability 
as prescribed by section 401 of the act. Comprehensive area proceedings have 
been heard with respect to service to Alaska and to Puerto Rico, both trans- 
atlantic and Latin American all-cargo services, and the transatlantic certificated 
route pattern. Only a small handful of large irregular carriers took advantage 
of the various opportunities so to be heard. Although many filed applications 
for Puerto Rico and Alaskan routes, all but a very few withdrew or failed to 
prosecute their applications. In most cases they did not, however, terminate 
or reduce their operations unless forced to do so by financial distress or enforce- 
ment action, 

The conclusions stated in Chairman O’Connell’s aforesaid letter to Senator 
Johnson in 1949 are of even greater force today: 

“In the light of this record there is some doubt whether the large irregular 
carriers considered as a Class or group, truly desire to obtain hearings from the 
Board with respect to obtaining certificates of public convenience and necessity. 
It appears on the contrary that their primary interest is in obtaining, without 
hearing, authorization to engage in regular service to any point which they may 
desire to serve, and without being subject to the regulation and obligations 
imposed by the Board upon certificated carriers. 

“Apart from the legality and wisdom of permitting a few large irregular 
carriers to engage in regular service, it is apparent that the grant of authoriza- 
tion (either by amendment of sec. 292.1 or ‘by interpretation’) to all large 
irregular carriers to engage in regular service between any points desired by 
them is, to put it bluntly, an extreme and unrealistic conception. To superim- 
pose upon the present certificated air transport system a vast host of carriers 
authorized to offer regular service, and not subject to the same obligations and 
the same degree of regulation as the certificated carriers, might well produce 
economic chaos. Without belaboring the point, it is apparent that such a pro- 
posal would produce a situation similar to that existing prior to the enactment 
of the Civil Aeronautics Act which Congress intended to cure by its enactment. 
The present system of routes authorized by certificates of public convenience 
and necessity has been established gradually over a period of many years, 
after the testing of proposals in the crucible of public hearings, and at considerable 
expense to the Federal Government. * * * 

“The arguments of the large irregular carriers have been based in part upon 
the claim that the Board, after authorizing and permitting them to engage in 
the services which they are presently conducting, is now seeking by restrictive 
interpretation to cut down the operating authority of the large irregular carriers, 
and has so restricted permissible operations as to make lawful operations eco- 
nomically impossible, thereby forcing them out of business. This contention 
is unfounded. In the opinion of the Board, the frequency and regularity of 
flights which may be legally operated between two points by an irregular carrier 
are no less today than in 1938 or any time thereafter. Although the definition 
of ‘irregular’ or nonscheduled services must necessarily be phrased in general 
terms because of its very nature, the Board over a period of years has provided 
sufficient standards so that a carrier, truly desirous of operating within legal 
requirements, would be able to ascertain, within reasonable limits, the extent 
of irregular Operations. * * * Despite these pronouncements and statements 
some of the irregular air carriers not only failed voluntarily to bring their 
operations into conformity, but in some cases appear to have actually increased 
the frequency and regularity of their operations between the same two points. 
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There can be no doubt that many of these operations are in flagrant violation 
of the regulation as consistently interpreted and applied by the Board. 

“Although the immediate and complete repeal of section 292.1 insofar as it 
relates to the large irregular carriers may have much to support it, in view of 
the undesirable situation which has developed, draft release No. 33 proposes 
a less drastic solution. It would permit the Board to examine the situation 
of each large irregular carrier on an individual basis and provide a means 
whereby the Board could continue in existence those large irregular carriers 
performing a useful and truly irregular service, would aid in the enforcement 
of the act by the gradual elimination of carriers operating in violation thereof 
and not performing a useful public service, and would grant to each large 
irregular carrier the opportunity to present its individual case to the Board.” 

With revision of the nonschedule exemption regulation in 1946, the Board 
definitively prohibited foreign air transportation of persons by large irregular 
air carriers. The effort was only partially effective from the outset, due t 
continued transportation of persons under various alleged contract or othe: 
devices, and in the summers of 1949, 1950, and 1951, individual exemptions were 
granted for the operation of transatlantic services in connection with so-called 
student and group movements, all during a time when certificated carrier pro 
ponents of low cost, scheduled transatlantic tourist service were prevented from 
establishing such service properly defined to accommodate the traffic needs. 
Again in the operation of these specially exempted services, the history of viola- 
tions of applicable requirements, and disservice to the traveling public are 
familiar matters of public record. 


Mr. Wooptey. It is interesting to note that Mr. Heacock has ap- 
peared at this committee hearing, but, however, has found it propitious 
not to appear as a witness, but in his place has delegated the secretary 
and treasurer of Air Transport Associates to present testimony before 
this committee. 

In reviewing the testimony of Mr. Hunt, made a few days ago, I can 
recognize the same party line employed by Mr. Heacock over the past 
several years. For the most part Mr. Hunt’s testimony is fundamen- 
tally fallacious, technically incorrect, and wholly unsupported. 

On the first page of his testimony Mr. Hunt demonstrates the 
technique of misrepresentation, the tee hnique of confusing his listeners 
by stating what is obviously a good safety record, to wit, that Air 
Transport Associates had oper rated 125 million passenger-miles with- 
out an injury to any of the 75,000 passengers it carried. 

Now don’t misunderstand me. I don’t criticize anyone for an ac- 
cident. Anything that moves is subject to accident. But I criticize 
a carrier for coming before this committee and stating that it has 
flown an enviable number of miles and an enviable number of pas- 
sengers without an injury. 

On July 19, 1941, one of the major air disasters in aviation occurred 
in Seattle, Wash., occasioned by the takeoff of Air Transport As- 
sociates’ C-46. 

The Cuatrrman. You have the date there as 1941. 

Mr. Wooptry. 1949, I am sorry. They crashed into an apartment 
house killing 2 passengers and 5 tenants of that apartment house. 
There were 11 serious injuries to 2 passengers, 4 crewmen, and 5 
persons in the apartment. 

The CuarrmMan. You stated 1941, and I 
were going back an awfully long way. 

Mr. Wooprry. Now how this committee or any Board or any 
agency of the Gover nment can rely on testimony of an individual or a 
company that is so misrepresentative as that I can’t understand. 
Later on he boasts that his company has flown 55,000 passengers since 
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it began business in 1948, and I don’t think that you can attribute it to 
a clerical or typographical error. 

Mr. Hunt tells us that Alaskans are fearful of the increased rates 
that will be put into effect and the increased passenger fares that will 
be put into effect when ATA goes out of business. This is in line 
with their fear campaign that they use on the Alaskan people, with 
which they have been able to influence some people in Alaska to write 
your committee telling you that ATA must stay in business or they will 
starve. You have such letters before this committee. 

I don’t think that the people in Alaska are very fearful about the 
rates going up, and certainly not when they will soon learn of Pacific 
Northern’s recently filed tariffs with the Civil Aeronautics Board on 
April 20 to be effective on May 21, wherein Pacific Northern reduces 
its fares between the States and Alaska and between points within 
(Alaska as much as 17 to 43 percent, and I would like, rather than read- 
ing the material, to submit this for your perusal as a matter of record. 

The Cuatrman. It will be printed in the record. 

(The document above referred to is as follows :) 


PActrIc NORTHERN AIRLINES 


THE ALASKA FLAG LINE 
[Alaska News Bureau, April 20, 1953] 


Pacific Northern Airlines announced the filing with the Civil Aeronautics 
Board of new reduced passenger fares, reducing present fares from 17 percent 
to as much as 43 percent, according to Harold Olsen, vice president, traffic and 
sales. 

A new fare of $62 from Portland and $55 from Seattle was filed to Juneau, 
Alaska’s Capital. Other new fares from Seattle to Cordova and Yakutat are 
$69 and $64, respectively. Passenger fares between Juneau and Anchorage and 
intermediate points have been reduced on an average of 35 percent. Olsen 
pointed out that “the reduced fares will put air-transportation costs between 
the Pacific Northwest and Alaska on a par with the average domestic airline 
fares.” He also states, “Inter-Alaska passenger fare reductions will give Alas- 
kans substantial reductions in air transportation charges not only to Anchorage 
but to all interior and western Alaska points, such as Kodiak, Naknek, Homer, 
McGrath, Bethel, and Platinum.” 

Pacific Northern Airlines also filed for certain increased ait-cargo rates be- 
tween the Pacific Northwest and Alaska and at the same time other air-cargo 
rates were reduced between points within the Territory of Alaska. 

Officials of the airlines said, ‘Certain air-cargo rates were increased to the 
level of competing carriers in order to maintain a logical distribution of air 
cargo and to eliminate the possibility of rate preference.” 

The officials of the airline believe “that these reduced passenger fares will 
give substantial impetus to the development of tourist travel as well as normal 
business travel.” It was also pointed out that Pacific Northern Airlines is 
estimating a 70 to 80 percent increase in system passenger travel for 1953 over 
last year. 

Comparative fare tabulation 
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Portland to Juneau ' 75.35 | $62 || Juneau to Yakutat....___. ..| $30.00 $17 
Portland to Yakutat_............| 94.00 | 71 || Juneau to Cordova 53. 50 | 33 
Portland to Cordova 96. 00 76 || Juneau to Anchorage | 63.00 | 46 
Seattle to Juneau Davai 66. 00 | 55 || Juneau to Kodiak --| 98.00 | 81 
Seattle to Yakutat__-- bo 3c25..f a4 64 || Cordova to Anchorage.__. .---| 20.00 13 
Seattle to Cordova. ..--_- | 89.00 69 | 
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Mr. Wooptey. Thank you very much. Itisa press release of Pacific 
Northern setting forth in detail the reduction in rates May 21 upon 
approval of the Civil Aeronautics Board. 

Mr. Heacock and Mr. Hunt before this committee have tried to 
leave you with the impression that the irregular carriers and particu- 
larly the services of Air Transport Associates are something to be 
desired, and that their methods of operation are something that will 
speedily develop an orderly system of air transportation. 

This committee is no doubt familiar with the many letters from 
persons in Alaska supporting Air Transport services, and you must 
be aware that these letters are indeed inspired propaganda, as 
Hunt states in his testimony to you. They were solicited by paid 
advertisements which misrepresented the facts to the people of Alaska 
and which solicited letters to be sent to you. 

They even asked that the people bring in wires to their office and 
they would pay the telegraphic charges for transmission to you, the 
Civil Aeronautics Board, the President and Members of Congress. 
I feel, however, that this committee is not aware of the thousands of 
ietters of complaints to the CAB, the CAA, and the Better Business 
Bureaus throughout the country. 

I have the Better Business Bureaus exhibits containing thousands 
of such letters which were submitted in the general investigation of 
large irregular air carriers, which I think should be a part of this 
committee’s record. 

The Cuarrman. It will be in the committee’s records, yes, sir. It 
will not, however, be in the committee hearing as printed. It will bea 
part of the committee record. 

Mr. Wooptry. And the committee will no doubt refer to it? 

The CuarrMan. Oh, yes, sir. 

Mr. Wooptrey. Thank you. Now these complaints or these exhibits 
are the exhibits of the Better Business Bureaus of Los Angeles, Chi- 
cago, San Francisco, and New York. 

The CuamMan. But they relate of course to all aviation ? 

Mr. Wooptey. That is correct. 

The CuarrMan. Not just ATA ? 

Mr. Wooptry. That is correct. Among the types of grievances ap- 
pearing in there, the most often appearing are: 

One. The failure to perform agreed-upon transportation. 

Two. The refusal to give time ely refund or any refund at all after 
inability toconsummate a a flight which was paid for in advance. 

Three. Overcharges. 

Four. Loss of baggage and lack of identifying or followup pro- 
cedure concerning it. 

Five. False and misleading advertising relative to schedules, prices, 
insurance coverage, and the record of s safety. 

Six. The inducement of sale on definite promise a certain type of 
equipment would be used, representing four-engine equipment, by 
their advertising showing four-engine equipment, when in truth and in 
fact what they are oper ating is twin-engined C-46 equipment. 

Seven. Use of faulty, dangerous or inadequate flight equipment. 
Now the letters, as I say, are numerous. They cover the entire U Inited 


States. They are not conducive to an orderly development of air 
transportation. 
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Let me go on to comment on Mr. Hunt’s complaint that ATA’s going 
out of business will deprive many veterans of jobs and many thousands 
of dollars of airport equipment will be sold. That is in his testimony 
to you of the other day. I imagine the total number of employees 
of ATA is about 25 or 30, and assuming they can measure up to the 
caliber required by the scheduled airlines, the industry will absorb 
these 25 or 30 very readily, an industry that last year employed 105,592 
people. 

Pacific Northern has 370 employees; 183 of our employees are vet- 
erans, and as it has been pointed out to you, many of the airlines have 
veterans working for them. It is a perfectly proper and normal 
thing. 

The CHamrMan. There isa Senate quorum call. Iam going to have 
either to recess or complete this in the next 5 minutes. 

Mr. Wooptry. May I have 5 minutes? 

The Cuairman,. Yes, you may, to sum it up. 

Mr. Wooptry. As to the loss of investment, Senator, Air Trans- 
port’s own exhibit in the Northwest Tariff investigation showed their 
ground equipment to be $1,000, office equipment and furniture at 
$2,600, not many thousands of dollars. 

ATA, in a statement, clearly states that, and I quote: 

The obvious solution, for the benefit of Alaskans, the taxpayers, the four 
certificated mail and passenger airlines and Air Transport Associates, Inc., is 
to grant Air Transport Associates, Inc., a nonsubsidized cargo certificate. 

Yet, the standing fact is that they have never applied to the CAB 
for such a certificate. From this, we can only draw one conclusion. 
ATA does not want a certificate of persons, property, and mail, which 
they deliberately applied for, mind you, in 1949, too late to meet the 
deadline for filing applications, in a proceeding that was going to 
adjudicate the need for service on the route and which carrier was 
best willing, fit, and able to perform that service. 

My company was an applicant in that proceeding. They do not 
want to be burdened with the obligations and responsibilities inherent 
in a certificate of public convenience and necessity. 

Let me ask you what manner of men are these that will come be- 
fore your committee believing that they will go unchallenged by cross- 
examination, and insult your intelligence by the misrepresentations 
they make and impose on your good f: ith by appealing for your assist- 
ance in obtaining a cargo certificate for which they have never applied. 
The final conclusion is that what ATA is asking for is to be the only 
unregulated part of a regulated industry. 

I think that concludes my extemporaneous testimony, Senator. I 
will now complete my formal statement. 

Therefore, the nonscheduled operators are contributing nothing to 
meet the need for air service between the States and Alaska, and 
because of the unreliability of their service are actually creating an 
inconvenience to the people of Alaska. This is not the kind of service 
that the Alaskan people deserve or should be saddled with. Alaska 
needs regular, dependable air transportation. 

In conclusion, I should like to direct your attention to the fact 
that Pacific Northern has assets worth in excess of $4 million dedi- 
cated to the Territory of Alaska and the Alaskan people. On the 
other hand, Air Transport Associates has less than a couple of hun 
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dred thousand dollars invested in equipment. Its four airplanes are 
leased from the Government at a nominal rental that amounts to 
less than we pay in premiums for aircraft insurance alone. Air 
transportation cannot be developed by companies which have no in- 
vestment and no real interest in the area in which they operate, and 
no obligation of service. On the other hand, the large investment and 
the firm obligations of the certificated carriers assure the continua- 
tion of dependable, safe air service for America. 

The Cuarrman. We will now recess until 9:30 tomorrow morning 
and we will hold our hearing in room P-88 in the Capitol Building. 

(Whereupon, at 12:10 p. m., the subcommittee recessed to recon- 
vene at 9:30 a. m., on Thursday, May 7, 1953.) 





FUTURE OF IRREGULAR AIRLINES IN UNITED STATES 
AIR TRANSPORTATION INDUSTRY 


THURSDAY, MAY 7, 1953 


Unrrep States SENATE, 
SuBCOMMITTEE ON Re.ations or Bustness Wir Govern- 
MENT OF THE SELECT COMMITTEE ON SMALL BusINness, 
Wasurnaton, D. C. 


The subcommittee met, pursuant to recess, at 9:45 a. m., in room 
P-38, United States Capitol Building, Senator Edward J. Thye 
(chairman of the full committee and chairman of the subcommittee) 
presiding. 

Present : Senators Thye, Saltonstall, Sparkman, Gillette, and Hunt. 

Also present : Laurance G. Henderson, staff director. 

The Cuamman. The committee will please come to order. We 
will proceed. The first person that we are privileged to hear this 
morning is former Senator Joseph C. O’Mahoney. 


STATEMENT OF JOSEPH C. O0’MAHONEY, WASHINGTON, D. C., 
REPRESENTING NORTH AMERICAN AIR COACH SYSTEM, INC., 
BURBANK, CALIF. 


The CuarrmMan. It is nice to see you here this morning, sir. Last 
year you and I sat through many and many a day of military appro- 
priations hearings and it was always a pleasure to have you as the 
chairman of that committee because of the splended manner in which 
you conducted those hearings. 

Mr. O’Manoney. You are very kind, Mr. Chairman. I would like 
to say this, that we struggled side by side during two Congresses. The 
issue Was expansion of airpower in the United States, and our com- 
mittee’s report on the bill was practically unanimous. 

The Cuarrman. We had no difficulty. 

Mr. O’Manonery. And when we voted on the bill it was carried by 
a unanimous vote on the floor of the Senate. That is the thing that 
I like to look back upon. We were seeking to provide the funds by 
which the airpower of the United States could be expanded. I had 
not intended to say that, Mr. Chairman, but you opened the door for 
me. 

The Cuarman. Yes, I was responsible for any remark that you 
made, 

Mr. O’Manoney. And here we are today continuing that struggle, 
I think. 

I have come here, Mr. Chairman, as a representative of the North 
American Air Coach System. These gentlemen have been good enough 
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to invite me to become an executive of that organization but I have 
not yet decided how much of my time I want to take from the law 
to devote to business. But the problem of expanding airpower in 
the United States is so great that I feel I owe it to myself, and to the 
views which I hold, to appear briefly before your committee today. 

It has been politely indicated to the Small Business Committee in 
the past by some of the spokesmen who have testified here that this 
congressional committee is really not the forum before which prob- 
lems of this kind should be discussed and that C ongress would do well 
if it would wash its hands of the matter and allow the problems of 
airpower, civilian airpower and its expansion in the United States to 
be handled by the Civil Aeronautics Board. 














COMMITTEE A PROPER FORUM 





I do not agree with that position, Mr. Chairman. This is the forum. 
Any congressional committee, particularly the Small Business Com- 
mittee and the Committee on Interstate and Foreign Commerce, may 
be regarded as affirmatively charged with the duty of watching what 
goes on in the administration of civil aeronautics and civil aviation. 

I think it may be appropriate for me to say, Mr. Chairman, that 
before I became a Member of the Senate I served for not quite a year 
as First Assistant Postmaster General of the United States. 

During that period I saw the dramatic incident of the cancellation 
of the air contracts that had been previously made and I lived through 
the strenuous days when the Army was carrying the mail while the 
new policy was being formed. 

This is a dynamic business. It is not crystallized. Anyone who 
dreams that the last word has been said on aviation law is overlooking 
what has happened in the past. 













CONGRESSIONAL INTENT CLEAR 






I have filed with the committee, Mr. Chairman, a statement and I 
make the request that this statement be made a part of the record, a 
statement of the history of the legislation which is before us. I do 
not intend to read that statement to you because it is a detailed state- 
ment of the law. It is fully documented and I hope that the members 
of the committee will find an opportunity to look it over. (The docu- 
mented statement referred to above appears at the end of Mr. 
O’Mahoney’s testimony.) 

You will find in my statement conclusive evidence of the fact that 
throughout the debate in both the Senate and the House on the CAB 
law the meaning and intent of the Congress was to maintain freedom 
of entry into the air. 

Even if we did not have the record of that debate, the intent of 
Congress still would be apparent from the law itself. I would like 
to call your attention, Mr. Chairman, to section 401 (3), a very brief 


and, I think, very expressive section entitled, “Certain Rights Not 
Conferred by Certificate,” saying: 













No certificate shall confer any proprietary, property or exclusive right in the 
use of any air space, civil airway, landing area or air navigation facility. 

I emphasize this very clear and forceful provision of the law, that 
there shall be no exclusive right to any airspace. 
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The entire argument that has been made, Mr. Chairman, against 
recognition of these so-called irregular carriers is based upon the 
theory that no competition shall be allowed with existing air carriers, 
and that if any new enterprise enters the field and shows by efficient 
and economical operation that a new development is possible, then the 
idea seems to be to pass a sentence of execution upon that new com- 
petitor, upon the new idea, and allow those who have been in the 
service in the past only to enter the field. 

Now, I want to say, Mr. Chairman, that the principal reason for 
my appearance here today is that the development of aircoach traffic 
by the so-called irregulars has not injured the certificated carriers, 
It has aided them. 

NO SPECIAL PRIVILEGES SOUGHT 


We appear here asking for no airmail pay. We do not want any 
airmail pay. We do not want any special privilege. We appear here 
with a record, as Mr. Fischgrund will make clear when he testifies, of 
successful and economical operation, of the successful delivery under 
safety regulations of not less than 135,000 passengers last year at a 
lower price than that charged by the certificated carriers who do 
get mail pay. 

Spokesmen for the certificated carriers will tell you that they are 
now almost completely dependent upon commercial revenues. We 
can strike out that word “almost” as far as the so-called irregulars are 


concerned. We are completely dependent upon our air commercial 


revenue. 
The system that I represent has grown—grown in skill, grown in 


the know-how of operation, grown in the successful and safe delivery 
of passengers; and, as I say, I want to show that this operation has 
been carried on without injury to the certificated carriers. 

Sut, I first want to show, Mr. Chairman, again quoting from the 
law, that Congress intended that there should be an open door for 
new ideas. I want to call to the attention of the committee and those 
who read the record the text of section 2 of the Civil Aeronautics 
Act as it appears on page 9 of the printed law. I shall not read it all, 
Mr. Chairman, and that is why I ask that the full text be put in. 
Section 2 (d) says: 

Competition to the extent necessary to assure the sound development of an 
air transportation system properly adapted to the foreign and domestic commerce 
of the United States, of the postal service and of the national defense. 

Congress in that paragraph said that the Civil Aeronautics Board 
should regard competition as an element of the public convenience 
and necessity. Does the Civil Aeronautics Board follow that injunc- 
tion of section 2? Does it not, on the contrary, fly exactly in the 
face of the section I first read—the section which prohibits the issu- 
ance of any certificate which shall be regarded as an exclusive privilege 
to any part of the airspace ? 

The argument against the irregulars is, “Why, you are in competi- 
tion with the certificated carrier and therefore you may not be per- 
mitted to live.” 

ECONOMY A FACTOR 


Congress said, first of all, that the encouragement and development 
of an air-transportation system was one of the principal elements of 
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public convenience and necessity and then in paragraph (c) of the 
same section 2 another element of this public convenience and necessity 
iS: 


The promotion of adequate economical and efficient service by air carriers 
at reasonable charges. 

The airline that I represent fits right into that paragraph. 

The promotion of adequate, economical— 

that means the low fare, efficient service and the delivery in 1952 of 
135,000 passengers without difficulty— 

by air carriers at reasonable charges without unjust discrimination, undue 
preferences or advantages. 

Now, these gentlemen, this company I represent, and these irregular 
carriers before you have not been given anything that could remotely 
resemble undue preferences or advantages—no preferences or ad- 
vantages at all. On the contrary, every step of their development has 
had to be made over obstructions that were placed in their way through 
a misconception of the purpose and effect of the air law. I can under- 
stand how members of the Board past and present, may have felt that, 
because the Government of the United States out of the Treasury pays 
millions of dollars, $500 million in the last 5 years, for the carriage of 
mail, perhaps nothing should be done to allow any new enterprise to 
come in if it should injure those who are getting the benefits of the 
mail pay. Observe that I do not call it the mail “subsidy,” although 
there are Members of Congress who have introduced bills at various 
times who have used that word. I refrain from using it. I use the 
phrase that has been used by the certificated carriers. They get mail 
pay—over $500 million in 5 years—and, again I say that we seek no 
mail pay. 





SAFETY AND EFFICIENCY PROVEN 


We can fly safely, because we have flown safely. We can fly effi- 
ciently, because we have flown efficiently. We can help to expand the 
civil aviation of the United States because we have already done it. 
And because we have produced the aircoach service, we have compelled 
the certificated airlines finally but reluctantly to enter that field. 

That. brings me down to the last phrase of subsection (c) of sec- 
tion 2— 
Promotion of adequate air service by air carriers— 


and so forth— 


without discrimination, preferences or advantages, or unfair or deceptive com- 
petitive practices. 

Now, competition is desired, but unfair and deceptive competitive 
practices are not desired and they are condemned. I want to show 
by the charts which I have brought here this morning, Mr. Chairman, 
that there has been nothing unfair, nothing deceptive, nothing un- 
economical, nothing injurious to the certificated airlines by what the 
irregular carriers have done. 


This first chart shows the growth of domestic traffic as accelerated 
by the coach service. 
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SOURCE: CAB 


Irregular air carriers were flying air coach in 1946, 1947, 1948, but the CAB has 
not published data on their operations. 


(Explanatory note for chart :) 


GROWTH IN DOMESTIC AIR TRAFFIC ACCELERATED BY COACH SERVICE 


This chart vividly illustrates the degree to which recent increases in domestic 
air traffic have been accelerated by the development of aircoach service. From 
less than 6 billion revenue passenger-miles in 1948, domestic trunkline air traffic 
more than doubled to 13 billion revenue passenger-miles in 1952. Of the 7.1 
billion increase in revenue passenger-miles, almost half was provided by the 
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growth in aircoach service. This contribution by aircoach to total air-traffic 
growth during this period is all the more remarkable because aircoach started 
virtually from scratch at the beginning of the period ; because the certificated air- 
lines have still failed to go all out in offering an adequate number of coach flights 
at convenient hours; and because the nonscheduled airlines—the pioneers in air- 
coach service—have been hampered throughout the period by the CAB restrictions 
on service. 

From a position of negligible importance in 1948, aircoach in the short space 
of 4 years had grown to 3.4 billion revenue passenger-miles (certificated and 
irregular combined), a volume greater than the total volume of domestic trunk 
traffic in any vear prior to 1946. 

It is clear from the record that air coach is the factor which has made the 
big difference in the tremendous postwar growth of the domestic air-transport 
industry. 

Mr. O’Mauonry. The statistics upon which this chart has been 
based have come from the data of the Civil Aeronautics Board. We 
did not invent them. 

The black columns, gentlemen, represent the amount of traffic in 
terms of millions of revenue passenger-miles as carried by the certifi- 
cated trunk lines. As you see, no color but black enters the picture until 
we get over in 1949, where we have that crosshatching here 
{indicating 

ENTERPRISE OF WORLD WAR VETERANS 


Now, about that year, after the World War was ended, veterans of 
the war came back to the United States and, due to the skill that they 
had and knowing the experience that they had and recognizing the 
need for expanded air commerce in the United States, they established 
themselves in this business of so-called irregular air transportation. 
They were supported by the Government of the United States, they 
were supported by officials, by Members of the Congress and they 
were particularly supported by the RFC, who loaned them the money 
{o buy the planes and to build up the business. They were supported 
in this enterprise. 

Can it be thought that another branch of the Government will now 
undertake to say, “You have gone far enough; step out of this pre- 
serve, this airspace, which we are reserving for the certificated 
carriers” ? 

The members of this committee have heard the stories of the indi- 
vidual fliers who have appeared before this committee to tell what 
they have done, how they have invested their own money and time and 
experience. What do we want in this country today if we do not want 
to promote the investment of private capital in a new dynamic ex- 
panding industry ? 


IRREGULARS PIONEERED IN AIRCOACH SERVICE 


Well, in any event, the records of these nonscheduled carriers in 
these early years were not kept, certainly not by the Civil Aeronautics 
Board. I think they must have been kept by the statisticians of the 
certificated carriers, because when the Civil Aeronautics Board began 
to keep the records back here in 1949 [indicating on chart], the cer- 
tificated coach traffic had already begun and was not as great. as that 
earried on by the irregular carriers in this new enterprise of low- 
priced coach service. 
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In 1950, behold, the certificated carriers’ aircoach service was then 
iImost twice as large as the irregular carriers. Did the competition 
njure them? Not at all. It just drove them into a new field. That 
s what competition does. That is why competition in the United 
States has always promoted the growth and expansion of industry in 
the United States. 

Then, look to 1950 and then to 1952. To illustrate this, let me read 
the figures from the Board. 

In 1948, before any records were kept—and understand that the 
irregular carriers had been operating in 1946 and 1947—in 1948 for 
the first time the certificated lines entered the low-cost field and they 
flew, according to the Civil Aeronautics Board, 5 millions of revenue 
passenger -miles. There are no records available for what the irregu- 
lars did that year because they were not being kept, but it was the next 
year, as I pointed out, that the records were kept. 


GROWTH OF AIRCOACH SHOWS COMPETITION HAS BENEFITED THE 
CERTIFICATED CARRIERS 


In 1949 certificated coach travel amounted to 249 million revenue 
passenger-miles and for 3 years thereafter, 1950, 1951, and 1952, it 
erew steadily until last year the certificated carriers reported to the 
Civil Aeronautics Board 2,400 million miles of aircoach passenger 
traffic, 

Did competition injure them? Not at all. Competition helped 
them. They did not like to be driven into it, perhaps. 

Now, I have here a copy of American Aviation and I think that 
maybe appropriately I can read into the record here a statement of 
Mr. Patterson, of United Air Lines. This is from American Aviation 
for February 16, 1953. He says on page 18: 

United Air Lines is definitely in the coach business. Actually coach business 
has never had a real test because we are in a seller’s market. 

Now, what does that mean? Why, it means, naturally, that, being 
the sellers of transportation, the larger certificated lines preferred to 
charge what the traffic would bear rather than to promote the air- 
coach system which would bring into the market millions of people 
who never before traveled by air. 

The record is clear, Mr. Chairman, from the surv eys taken by some 
of these certificated carriers themselves, that a very large percentage of 
the coach travelers never before flew by air until the irregulars brought 
this new idea, this new dynamic idea which is expanding air traffic, 
into the field. Shall we punish them for doing it? 


LAW MISUNDERSTOOD 


I say, Mr. Chairman, that this dilemma that confronts us and con- 
fronts the committee and confronts the Congress and confronts the 
Civil Aeronautics Board, in my opinion, comes from a misunder- 
standing of the purpose of the civil-aeronautics law. I hope that the 
result of these hear ings will be to bring about a reasonable adjustment 
in the minds of the leaders of the certificated carriers and in the minds 
of the members of the Civil Aeronautics Board so that they will 
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recognize the great achievement that has been brought about, the great 
dynamic factor which is bound to expand civil aviation. 


AIRCOACH THE DYNAMIC FACTOR IN AIR TRAVEL 





This chart [indicating] shows that aircoach traffic is the dynamic 

factor in domestic air travel. 

The top line represents aircoach traffic by irregulars and by certifi- 
cated lines together. 

The bottom line shows the first-class traffic and then this line of 
dashes [indicating] shows the total amount of domestic air traffic, 
both coach and regular. This total has been brought up from the peak 
of standard traffic only by reason of the fact that the aircoach has 
come into the picture. 

This is demonstrated by the figures from the Civil Aeronautics 
Board upon which this chart is built. Total air traffic between 1949 
and 1952 increased 86 percent; first-class traffic increased 51 percent ; 
aircoach traffic increased 441 percent; and we are told that the step 
to take now by those in authority over the expansion and development 
of aviation in the United States and air transportation is to destroy 
those who brought this aircoach system into existence. 

Senator Sauronsratt. Mr. Chairman, may I ask Senator O’Mahoney 
a question ? 

The Cuarrman. Certainly. 

Senator SanronsraLy. Regarding those figures that you just read 
out of your chart. I just do not correlate them. I mean, does that not 
say 102? 

Mr. O’Manonry. Well, yes, thank you, Senator. This [indicating] 
is an index figure here. 

Senator SatronstaLy. Based on what, percentage ? 

Mr. O’Manoney. No. As these charts obviously assume—they take 
a base period and call it 100. So, those figures at the bottom of the 
chart for the year 1949 represent 100, you see. 

Senator SALTonsra. Yes. 

Mr. O’Manoney. Now, the first-class service increased to 151. 
Therefore, it increased 51 percent. The total increased not quite to 
200, you see, 186. 

Senator Sanronstaty. Well, the top figure there shows the air 
coach, that is the growth, the increase. 

Mr. O’Manoney. Yes. 

Senator Satronstatu. And that is 541. 

Mr. O’Manoney. Yes, you take 541 and you subtract 100 from it 
and your percentage is 441. 

Senator Savronstaty. Thank you. 

Mr, O’Manonrey. I am glad I was able to answer your question. 

Senator Sparkman. Mr. Chairman, I am sorry, I still do not see it 
for this reason: The index given at the bottom is marked zero. Now, 
if that is the starting point, and it goes up to 151, it looks to me like 
the increase would be 151 instead of 51. 

Mr. O’Manonery. I think you are right. The chart shows the in- 
crease from here to here [indicating]. You are looking at the index 
here [indicating] incorrect. I was reading from the actual index 
figures and I will read them into the record. 
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The CHamman. I was going to say, Mr. O’Mahoney, that it would 
be very difficult to follow the chart and then endeavor to get a clear 
meaning of your statement. 

Mr. O’Manoney. That is right. Let us take 1949 for 100. Let 
that represent the total of the first class and the air coach, 100. That 
is the base. 

In 1950 the total had risen to 121. The first-class had risen to 106, 
that is 6 percent; the air coach had risen to 267, that is 167 percent. 

In 1951 the figures are for the total 159 or 59 percent up; for first- 
class 141 or 41 percent up; for air coach 335 or 235 percent up. 

In 1952 we have 186 for the total or 86 percent up for first class 
and 151 or 51 percent up for air coach—541 or 441 percent up. 










262 FUTURE OF IRREGULAR AIRLINES 













(The chart referred to by Mr. O'Mahoney, as corrected to reflect 
the comments of the chairman and Senators Saltonstall and Spark- 
man, is as follows:) 


Air coach is the truly dynamic factor in 
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——-total ——first class -----air coach 
index 600 











a@ 
-** 

















1949 1958 1951 1952 


SOURCE : Based on C.A.B. date 


6 haat 


(Explanatory note for chart:) 


Ar Coacu Is THE TRULY DyNAmic FAcTor In DOMESTIC AIR GROWTH 


From 1949 to 1952, domestic air-coach traffic grew almost nine times as fast 
as standard fair domestic service. Air coach volume increased 441 percent, as 
compared with the first-class, higher-priced service increase of 51 percent over 
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the 3-year period. Asa result of the phenomenal increase in air-coach traffic, all 
domestic trunk traffic—standard fare and coach combined—increased 86 percent 
during the same period. 

The real dynamics in domestic air traffic growth are obviously provided by 
air-coach service. 

Mr. O’Manoney. Now, this chart, Mr. Chairman, represents the 
San Francisco-Los Angeles irregular low-fare air coach experience 
as compared with the total for the whole United States. 


The San Francisco-Los Angeles experience 
dramatically illustrates what low-fare air coach can de 
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SOURCE: CAB and others 


(Explanatory note for chart :) 


Tue SAN Francisco-Los ANGELES EXPERIENCE DRAMATICALLY ILLUSTRATES WHAT 
Low-FarE Arr Coacn Can Do 


The San Francisco-Los Angeles experience provides dramatic evidence of what 
low-fair air coach can do when it is unhampered by Government regulations and 
when it is thus free to compete freely with other carriers for the favor and pa- 
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tronage of the traveling publie. Traffic between San Francisco and Los Angeles 
is intrastate and is thus not subject to regulation by the Civil Aeronautics Board. 

In 1948, 28 percent of the combined rail, bus, and air traffic between San 
Francisco and Los Angeles was carried by air. All this carriage was by cer- 
tificated standard fare carriers at fares of $19.15 and $21.05. In 1949 irregular 
coach entered the field at a $15 fare which was soon reduced to $9.95—less than 
half the standard air fare. Within the short space of 2 years, fully 60 percent 
of the combined rail, bus, and air revenue traffic between San Francisco and Los 
Angeles was traveling by air. This compares with an average of only 15 per- 
cent of combined rail, bus, and air traffic which traveled by air in 1950 in the 
country as a whole. 

Obviously, more air-coach services at lower fares and flying schedules more 
convenient to the traveling public will greatly increase the volume of traffic 
carried by domestic airlines. 

Mr. O’Manoney. In 1948 on the San Francisco-Los Angeles run, 
public carriers, indicated by the white segments in these circles, pub- 
lic carriers by air, carried 28 percent of the traffic in air coach. 

In 1949 it went up to 43 percent of the total and in 1950 it went up 
to 60 percent of the total, whereas, for the United States as a whole 
for 1948, it was 9 percent; 1949, 12 percent; and 1950, 15 percent. 

The black segment of the circle represents the total bus and rail 
traffic. The white _— nt represents the total air-coach traffic. 

Now, there is a clear demonstration of what air-coach traffic did on 
the San Francisco-Los Angeles run. It was altogether within the 
State of California. It did not have to fight the obstructions which 
have held back the irregular air-coach traffic in the United States as 
a whole. 


LOW INCOME GROUPS SERVED BY IRREGULAR CARRIERS 


The members of the committee are being very patient with me and 


I will try to shorten this discussion now. This chart is designed to 
show the various segments of air traffic by income of the traffic. Here 
[indicating] is the economic group with salaries of over $5,000 a year 


(Explanatory note for chart :) 


SKIMMING THE CREAM OF ECONOMIC DEMAND Must BE RELATED TO THE STRUCTURE 
or THAT DEMAND 


The certificated airlines have stressed the argument that the irregular carriers 
(nonscheds) have concentrated on flying the long haul, more profitable routes, 
and that they have thus been guilty of skimming the cream of demand. Actually 
the irregular carriers have concentrated on serving the traffic between the great 
urban centers where the bulk of the population and the demand for travel are 
concentrated. In a real sense, it is the certificated carriers who have been 
skimming the cream of economic demand. 

This is so because the certificated carriers have set their prices at levels which 
can appeal, except in emergency, only to the upper income groups who comprise 
a relatively small part of our total population. In 1950 only 20 percent of fami- 
lies and unrelated individuals in households in the United States had incomes of 
$5,000 or over, 31 percent had incomes of $3,000 to $5,000 and fully 49 percent had 
incomes under $3,000. The standard fare airlines, charging fares averaging 
close to 6 cents a mile, have been catering primarily to the 20 percent of our 
population in the $5,000 and over per year income group. This, in economic 
terms, is really the cream-skimming operation. The alternative to this is the 
offering of air service at fares which the other 80 percent of our population can 
afford, and developing the volume market which such lower fares would be bound 
to generate. This is the field in which the irregular carriers have pioneered 
and which they are now trying to get permission to continue to develop, 
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"Skimming the Cream" of economic demand 
must be related to the structure of that demand 


per cent 
100 
This is the economic 
ie group catered to by 
first class air travel 
_ a 
nN 
$ 3,000- $4999 
_ 
31% This is the distrbaton 
s af income during 1950 
of families and unrelated 
individuals in 
___ 40 households 


" under $3,000 
49% 





SOURCE US Bureau of the Census, Current Population Reports, Consumer Income, Series P-60, No.9, March 25.1952 


The Cuatrman. Mr. O’Mahoney, where were those figures obtained ¢ 

Mr. O’Manoney. From the Bureau of the Census, current popula- 
tion reports, consumer income, series P-60, No. 9, March 25, 1952. 

In other words, 20 percent of the people during the period for which 
this chart was prepared, the $5,000-and-over group represented 20 
percent of the population; the $3,000-to-$5,000 group represented 31 
percent ; and the under-$3,000 group represented 49 percent. 

Now, it is to this percentage of the population [indicating | to which 
the air-coach idea appeals and the record rather substantially proves 
that. I am sure Mr. Fischgrund, when he comes on the stand, will be 
able to tell you, from his own experience, what this amounts to. 

However, I have in my hand some figures taken from Civil Aero- 
nautics Board, docket No. 3397, American Airlines exhibit No. 37, 
Summary of Competitor Returns from American’s Aircoach Survey, 
period January 17 to 25, 1950, and the income here represents the ap- 
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proximate income of the traveler or of the person on whom the traveler 
was dependent. 

Now, when this survey was made back in 1950, almost 3 years ago, 
those who traveled by air coach on the American line and who had 
salaries of $2,000 or less re presented 10.4 percent of the entire coach 
traffic; those between $2,000 and $3,000, 16.2 percent; and those be- 
tween $3,000 and $5,000, 23.8 percent. That is, 50.4 percent of the 
aircoach traffic of American Airlines, according to its own exhibit, 
came from the low-income families. 

Why should we not in the promotion of civil aviation in the United 
States go all out to encourage the development of a new idea which 
has brought about that precise result according to an exhibit filed 
by American Airlines itself? Is it not absurd to say that the pioneers 
who brought this about should now be banished from the air and 
exclusive airspace granted, contrary to law, to the certificated air 
carriers ? 

IRREGULAR CARRIERS AND NATIONAL DEFENSE 


This chart, Mr. Chairman, is what the irregular carriers have done 
with respect to national defense. There have been numerous oppor- 
tunities for the use of the irregular carrier in the defense of the United 
States and the United States Air Force has taken advantage of it. 
These figures come from the United States Department of the Air 
Force. 


(Explanatory note for chart :) 


Tue FLEXIBLE AIRLIFT CAPACITY OF THE IRREGULAR CARRIERS HAs BEEN A VITAL 
FACTOR IN THE DEFENSE OF THE UNITED STATES OF AMERICA 


The importance of the continued existence and development of the irregular 
air carriers to the national defense hus long been recognized by our Armed Forces, 
and is demonstrated by this chart. The chart shows the contribution which the 
irregular carriers have made in various military airlifts from Berlin to the 
Pacific. 

In the Berlin airlift, the irregulars carried 25 percent of the passengers and 
58 percent of the cargo. In the Pacific airlift, they ended up carrying 32 per- 
cent of the passengers, 50 percent of the cargo, and flying 42 percent of the 
revenue-miles. 

Not only have the irregular carriers made a tremendous contribution to the 
national defense in these operations—perhaps even more important has been 
their ability, because of the flexibility of their operations, to pick up the na- 
tional emergency load with a minimum of delay. The continued development 
of the irregular carriers will immeasurably strengthen the national defense by 
building up an ever-increasing and highly flexible airlift capacity trained in mass 
long-haul operations and backed up by a growing army of trained flying and 
ground personnel. 

Mr. O’Manoney. In 1951, 22 percent of all of the passengers carried 
by military charter were carried by irregular lines. How can we 
reward them? By executing them? It is unthinkable. 

As far as traffic in Alaska was concerned, in 1950 they carried cargo 
and passengers, 24 percent ; and 100 percent in 1951. Of course, travel 
to Alaska is difficult travel. That is perhaps not desirable travel by 
the certificated ones, and it is no wonder that the irregulars were de- 
livering 100 percent the second year they were operating with the Air 
Force, 
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The flexible airlift capacity of the irregular carriers 
has been a vital factor in the defense of the U.S.A. 


MILITARY - INTRA ALASKA 
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DOMESTIC MILITARY CHARTER 
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SOURCE: U.S. Deportment of the Air Force 


Now, this chart shows international military charter. In 1949 
they carried 50 percent of the military charter passengers, and went 
down in 1950 to 40 percent, and 1951 to 19 percent. 

But, observe what happens to cargo. In 1949 the irregular military 
charter, for cargo it was 64 percent; in 1950, 73 percent; and in 1951, 
93 percent. Is that not a record of which all Americans can be proud, 
that irregular carriers were able to come into the field of service to 
the national defense and perform a job like that? 

And here [indicating chart] is the story of the Berlin airlift. I 
am sure every American thrills with pride over the fact that American 
carriers were able for more than a year to feed and fuel and supply the 
beleaguered city of Berlin in the face of the Communist threat. 

All traffic except by air was cut off. The Kremiin was sure that 
we would not have the courage to go through, but we went through, 
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and in the period from July 1, 1948, to December 1, 1949, irregular 
carriers flew 25 percent of the passengers that were flown and 58 per- 
cent of the cargo that was flown. 










TRAFFIC GROWTH REQUIRES PLACE FOR NEW CARRIERS 


Mr. Chairman, I do not want to weary the committee. There is 
other testimony to follow that you want to hear and I certainly do 
not want to take the time that Mr. Fischgrund should have. He is one 
of the guiding geniuses of North American. 

But I do want to call your attention to these charts which show that 
domestic aircoach to date has just begun to tap its long-term potential. 


Domestic air growth to date has just begun to 
tap its long term potential — tut itrity atta dmesiea 








SOURCE Besedon CAB and LCC and other sources 
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(Explanatory note for chart :) 


Domestic AiR GrowTH To Date Has Just Beaun To Tap Its Lone Term 
POTENTIAL 


The 13 billion revenue passenger-miles carried by domestic trunk airlines in 
1952 represents only a small fraction of the tremendous volume of domestic air 
traffic which lies ahead of us. The 1952 volume of domestic air traffic was only 
6 percent of total intercity passenger traffic (private passenger car, rail, bus, 
and air combined) and less than 21 percent of intercity revenue passenger 
traffic (rail, bus, and air). 

As our population continues to grow, and as the total output of goods and 
services in the United States, due to increasing productivity, grows even faster 
than population, total intercity passenger traffic in the United States will grow 
enormously in future years. From 212.6 billion passenger-miles in 1952, total 
intercity passenger traffic is expected to grow to 226.7 billion in 1955, 263.9 
billion in 1960, and 872.6 billion in 1975. The share of air in this traffic will 
also continue to grow, as it has in the past, from 6.1 percent in 1952 to 7.9 per- 
cent in 1955, 10.6 percent in 1960, and 14.8 percent in 1975. This points to 
domestic air traffic of 18 billion revenue passenger-miles in 1955, 28 billion 
revenue passenger-miles in 1960, and 55 billion revenue passenger-miles in 1975 
more than four times the 1952 all-time record. 

This growth may be confidently expected, provided that misguided Govern- 
ment control does not interfere with the beneficial competitive contribution 
which the nonscheds are making to the air-transport industry. 


Mr. O’Manoney. Well, it is easy to understand that because of the 
income figures that I have already shown, but more dramatically, I 
think, it can be illustrated here by this chart which definitely proves 
on the basis of population growth in the United States and the gross 
national product growth—that is a prediction that is not drawn out 
of the imagination but drawn out of cold economic facts. 

On the basis of those facts, population growth and gross national 
product growth, the fact is that the existing certificated carriers in 
1975 could carry three times as much by air coach as they do now. 
The irregulars and “nonskeds” would jump from this small figure 
here (indicating) for 1952 to approximately what is the total air 
traffic at this moment. 


33796-—-53—— 1 
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Existing certificated carriers could more than triple 
total 1952 domestic volume by 1975 and still leave 
more than 1952 total volume for carriers not presently 
certificated Certificated BA lrreqular 


BILLIONS OF REVENUE PASSENGER MILES 








ae 





1952 1975 


(Explanatory note for chart:) 


[oXISTING CERTIFICATED CARRIERS COULD More THAN TRIPLE TOTAL 1952 DOMESTIC 
VOLUME By 1975 AND Strut LEAVE More THAN 1952 Tora VOLUME FOR CARRIERS 
Nor PRESENTLY CERTIFICATED 


Amazing though it seems, the future growth of domestic air transport in the 
United States will be so great that the irregular air carriers by 1975 could carry 
more traffic than was carried by all lines in 1952, and still leave a volume that 
would enable the existing certificated carriers to more than triple their 1952 
volume of traffic. 

In 1952 total domestic trenk line traffic was 13 billion revenue passenger-miles, 

f which the certificated carriers accounted for more than 12 billion, while the 
irregular carriers accounted for a little less than 1 billion. Total traffic volume 

1975 is expected to reach the 55 billion revenue passenger-mile level. If the 
rrezular carriers grew from their 1952 volume by the margin of total traffic in 
52, they would expand 14 times and carry 14 billion revenue passenger-miles 
n 1975. In spite of this tremendous growth, the presently certificated carriers 
would still be able to grow from 12 billion revenue passenger-miles in 1952 to 41 
billion revenue passenger-miles in 1975, or about 314 times their 1952 volume. 
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This is the best answer to the fearful and erroneous charge which has so 
often been made that the irregular carriers, through their developing aircoach 
operation, will divert traffic from the certificated airlines, weaken their financial 
stability, and increase the subsidy burden of the United States Government. 
These charges constitute in essence a confession of lack of faith in the American 
competitive.system and in the future growth of our country. They reflect timid- 
ity, a lack of boldness of imagination, and an inability or unwillingness to recog- 
nize the clear trends of America’s growth, of transportation growth, and of air- 
traffic growth at an even faster rate within these trends. If the pioneers of 
the automobile industry had been guilty of so timid an outlook, most Americans 
would still be traveling by horse and buggy. 

Mr. O’Manonry. How can we doubt this? All we have to do 
is a look back 25 years. 

Eddie Rickenbacker, whose achievements in aviation are recognized 
by everybody, only last Tuesday was speaking to the Aero Club in 
Washington and he gave the most eloquent picture of what has hap- 
pened in the growth “of aviation. -I remember particularly his state- 
ment that in 1952 Eastern Airlines-flew about 250,000 passenger-miles 
daily and 25 years before, their record was 2,000 miles. 

Has the time come to freeze this development? I think not, Mr. 
Chairman. I think the time has come to encourage this development. 


CONGRESS CONCERNED ABOUT BOARD’S RESTRICTIVE POLICIES 


The opportunity is presented. The Civil Aeronautics Act is not 
a law of the Medes and Persians which cannot be changed. We 
change it from time to time. 

I think the Civil Aeronautics Board can make some very definite 
and distinct improvements in administration; but I am very grateful 
that the record shows, as set forth in the documents which I have filed 
with the committee, that all through the years since 1938 Members of 
Congress have been seeking to improve this matter. 

Senator George introduced a resolution that I have discussed in 
the paper filed w vith you. Then the Interstate and Foreign Commerce 
Committee, under Senator Johnson, has held a hearing. This com- 
mittee, under the chairmanship of Senator Sparkman, has held 
hearing. And now you are proposing hearings again. 

Why is that? Because Congress is interested in the policy which 
was laid down in the original act, namely, that we should have a Civil 
Aeronautics Board that would promote the expansion, and not at- 
tempt to put brakes upon the development of new ideas in aviation. 

I want to call your attention to the fact, Mr. Chairman, that section 
416 (a) reads as follows: 

The Authority may from time to time establish such just and reasonable 
classifications or groups of air carriers for the purposes of this title as the nature 
of the services performed by such air carriers shall require. 

They may do it. Why do they not do it ? 

This is a group, a group of low-fare air-coach transportation busi- 
ness. This isa group which has pioneered a new field. This is a group 
which, these charts clearly show, opened the door to a new and dy- 
namic age in the development of aviation. W hy should they not be 
so classified ? 

The Congress is still the last power in the initiation of legislation 
and I have no doubt that the present Congress, like the past Con- 
gresses, when the facts are revealed to it, will believe as its predecessors 
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have believed that proper administration of the Civil Aeronautics 


Act requires those administrative steps which will help the pioneer 
and not hinder him. 


Now, Mr. Chairman, this group which I represent today sought the 
opportunity to acquire two new DC-6's. The Civil Aeronautics 


Board—at least its chairman—took the steps to deny it the priority 
to get those two new big safe planes. 


The Cuarman. How many planes does the North American Lines 
have ? 


Mr, O’Manoney. Mr. Fischgrund, will you be good enough to 
answer that? 

Mr. Fiscuerunp. Five DC-4’s. 

The Cuatrman. When did you come into being as the North Ameri- 
can Airlines? 

Mr. O’Mauoney. Mr. Fischgrund is here to take the stand and is 
all prepared to give all those figures and facts, Mr. Chairman, 

The CuatrMan. Fine, sir. 

Mr. O’Manonry. And I would be very glad to have him answer 
those questions. 


I appreciate more than I can tell you, Mr. Chairman, the time, pa- 
tience, and attention which you have given this presentation. 


The Cuarmman. Mr. O’Mahone ‘y, you are not difficult to listen to. 
Mr. O’Manoney Thank you, sir. 


Mr. Chairman, before you call the next witness who, I believe, is 
Mr. Fischgrund, may I make the request that the charts which I have 


presented here ms iy be printed in the record; we have small copies and 
I think it can easily be done. 


The Cnatrman. Yes, sir, they will be printed in the record. 


(Additional charts referred to by Mr. O'Mahoney follow :) 
(Explanatory note for charts :) 


IRREGULAR COACH COMPETITION Has Forcep LOWER FARES AND/OR COACH OPERA- 
TIONS BY CERTIFICATED CARRIERS 


The competition of irregular coach has forced the certificated carriers either 
to lower their fares or to introduce coach operations of their own. This is 
clearly illustrated in the two charts which tell the story of what has happened 
on the Anchorage-Portland, Chicago-Miami, Chicago-San Francisco, Fairbanks- 
Seattle, New York-Detroit, New York-Los Angeles, New York-San Juan, and 
San Francisco-Los Angeles routes. 

In each case the story told covers the years 1948 through 1951, by quarter. 

On the Anchorage-Portland run, irregular coach started at a fare of $70 and 
dropped to $60. The certificated carrier fare, initially $128 was brought down 
eventually to $97. On the Chicago-Miami run, irregular coach fare started at 
$42 and ended with fares of $44 and $48. The certificated carrier raised its 
fare from $72 to $79, but was compelled to introduce a coach service with a $55 
fare. On the Chicago-San Francisco run, irregular coach operated at $79 as 
compared with the standard fare service at $114. By 1951 the certificated carriers 
had been forced to introduce a coach service at $85. On the Fairbanks-Seattle 
route, irregular coach came in at $100, as compared with the certificated standard 
fare of $130. Before long the irregular coach fare had been reduced to $70. The 
standard fare services were brought down to $105 and finally dropped to $90. 

The same kind of influence is evident in the other routes illustrated. There 
can be no question about the contribution which the irregular coach made on 
these runs in reducing fares on standard flights or in spurring the certificated 
carriers into introducing their own coach services. 
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Irregular coach competition has forced lower fares 
and/or coach operations by certificated carriers 


(cont'd) 
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Inconvenient time schedules provided by 
certificated domestic air coach are discriminatory 
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SOURCE: Official Airlines Guide, March 1953 


(Explanatory note for chart :) 


INCONVENIENT TIME SCHEDULES PROVIDED BY CERTIFICATED DoMESTIC AIR COACH 
ARE DISCRIMINATORY 


This chart shows that even today (March 1953) air coach travelers on cer- 
tificated airlines must travel at inconvenient hours if they wish to take advantage 
of the lower prices afforded by air coach. 

Out of the 165 daily flights on the heavily traveled New York-San Francisco, 
Los Angeles-New York, New York-Miami, New York-Chicago, and Chicago-Miami 
routes, only one-third of the flights available were coach flights. However, while 
fully four-fifths of the standard fare flights departed between the hours of 8 a. m. 
and 9 a. m.—which may be considered convenient flight departure times—less than 
half of the air coach flights had scheduled departures between 9 p. m. and 8 a. m. 
In contrast, more than half the certificated air coach flights departed at those 
hours. Almost two-fifths of the coach flights were scheduled for departure be- 
tween 11 p. m. and 6 a. m., as compared with only 7 percent of the standard 
fare flights departing at those hours. 
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The chart shows that the scheduled arrival times of air coach are similarly 
much less convenient than is the case with standard fare service. 

These data demonstrate that the certificated airlines still regard their air 
coach service as a device to increase their off-peak hour traffic volume, rather than 
as a public service affording a lower cost service to the millions of people who 
would respond to such a service. 


STATISTICAL TABLES SUBMITTED BY MR. 0’MAHONEY 


(The following tables, with the exception of tables 12 and 13, were 
used in preparing the charts presented by Mr. O’Mahoney. All charts 
and tables submitted by Mr. O’Mahoney are based upon the Report 
on the Outlook for Domestic Air Passenger Travel, prepared by 
Robert R. Nathan Associates, Inc., for the North American Airlines 
group. This report appears in the appendix of these hearings.) 


TaBLe 1.—Growth in domestic air trafic accelerated by coach service 


[Millions of revenue passenger miles] 


Certificated Coach 

Total trunkline, 
: | standard 
fare Total Certificated) Irregular 


1930 5 8&5 
1931 | 107 
1932 127 | 127 
1933 175 175 
1934 190 190 
1935 316 | 316 
1936_. 439 439 
1937 412 412 
1938 480 480 
1939 683 683 
1940 1, 052 1, 052 
1941 ilniaim 1, 385 | 1, 385 
1942 1,418 1, 418 
1943 1, 634 1, 634 
1944 ; 2,178 2,178 
1945 3, 363 3, 363 
1946 5, 941 5, O41 
1947 6, 063 6, 063 
1948 ‘ sided 5, 875 | 5, 871 
1949 6, 988 6, 361 
1950 8, 438 | 6, 767 
1951 — 11, 106 | 9, 004 
1952 ; 4 oes 13, 001 9, 610 | 


1 Not available, 


Source: Civil Aeronautics Board. 


TaBLE 2.—Air coach is the truly dynamic factor in domestic air growth 


[Index of revenue passenger-miles, 1949= 100] 


Year Total First class Air coach 


1949 : ul 100 100 100 
1950 is 121 | 106 267 
1951 | 159 | 141 335 
1952 ; 186 151 541 





Source: Based on CAB data 
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TABLE 3.—Air-coach trafic stands out in total intercity passenger transport growth 


Percent change over previous year in 


intercity passenger-miles traveled 
Transport mode 


1950 1951 | 1952 


Domestic air coach 
Domestic standard fare 
Rail coach ! 

Rail pullman ! 

Intercity bus 

Auto trips (over 50 miles 


1 Excludes commutation. 


Source: Based on data of CAB, ICC, and other sources 
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quoted fares 


Fiscal 1951 


yst often 
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Fiscal 1950 
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Fiscal 1949 
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rs, average fares, all segments: 


ic carrie 
Civil Aeronautics Board. 


are rounded to the 


All fares 
Source 


NOTE 
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TABLE 6.—The San Francisco-Los Angeles experience dramatically illustrates 
what low-fare air coach can do 


On the San Francisco-Los Angeles run 

Total United 

Ste tes domes- 

tic air travel 

as percent of 
total bus, 

rail, and air 


rage senger fares 
Average passenger fare Air travel as 


percent of 
total bus, 


Certifies tec ‘ertificate 
ertificerted | Certificated rail, and air 


coach Ist class 


ist quarter 
Xi quarter 
3d quarter 

1 quarter 


quarter 
quarter 
3a quarter 
4th quarter 95 $14. 10 


> 
> 
> 
, 


21 
ist quarter 14. 10 21 
24 quarter OF 9. 95 

| quarter 9. 95 21 
4th quarter 95 9. 95 21 


Source: Civil Aeronautics Board and other sources 


TaBLe 7.—Domestic air coach has only begun to penetrate the 2d class market 


ist class air Air coach as Ist class air | Air coach as 
as percent percent of as percent | percent of 
of total Ist total 2d class of total Ist |total 2d class 
class (rail (rail, bus, class (rail | (rail, bus, 
and air) and air) } andair) | and air) 


| 
1949 40.5 1951 = 46.8 
1950 42.0 1952 49.6 


Source: Based on data of CAB, ICC, and other sources. 


TABLE 8.—Ai?r-coach development is far behind rail-coach development 


| Air coach Rail coach Air coach | Rail coach 
| revenue pas- | revenue pas- || | revenue pas- | revenue pas- 
senger miles | senger miles | senger miles | senger miles 
as percent of | as percent of | as percent of | as percent of 
total air total rail | totalair | total rail 


1949... 9.0 68. 4 || sings 18.9 | 
1950 ‘ | 19.8 65.1 henabl 26.1 
| 


Source: Based on CAB and ICC data. 
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TABLE 9.—Certificated domestic air-coach time schedules even today do not meet 
the public convenience 


(All segments) 


Mareh 1953 


Number of Pervent of 
daily sched- | total sched- 
uled flights | uled flights 


Scheduled departures 
8:01 a. m. to 6:00 p. m 
6:01 p. m. to 9:00 p. m 
9:01 p. m. to 11:00 p. m 
11:01 p. m. to 1:00 a. m 
1:01 a. m. to 6:00 a. m 
6:01 a. m. to 8:00'a. m 


Total 


Scheduled arrivals 
8:01 a. m. to 6:00 p. m 
6:01 p. m. to 9:00 p. m 
9:01 p. m. to 11:00 p. m 
11:01 p. m. to 1:00 a. m 
1:01 a. m, to 6:00 a. m 
6:01 a. m. to 8:00 a. m 


Total 
Source: Official Airlines Guide, March 1953. 


TABLE 10.—Inconvenient time schedules provided by certificated domestic air 
coach are discriminatory (5 major segments‘) 


March 1953 


First class Air coach 


| 
Number Percent Number | Percent 
of daily of total ofdaily | of total 
| scheduled | scheduled | scheduled | scheduled 
flights flights flights flights 


Scheduled departures 
8:01 a. m.to 6:00 p : 56 49 
6:01 p.m. to 9:00p. ‘ 3: 30 
9:01 p. m. to 11:00 p. ‘ 7 
11:01 p.m. to 1:00a. | 6 
1:0la. m.to 6:00a. 1 


6:01 a.m.to 8:00a | 6 | 


Total zs 100 | 


Scheduled arrivals: | 
8:01 a. m.to 6:00 p.  & 30 
6:01 p.m. to 9:00 p. j 29 | 27 | 
9:01 p. m. to 11:00 p. 20 | 18 | 
11:01 p.m.to 1:00a. 17 16 | 
1:01 a. m. to 6:00 a. 6 | 6 | | ‘ 
6:0la.m.to 8:00a. , 4 4 21 





Total e : 109 100 | | 100 


} Segments are New York-San Francisco, New York-Miami, New York-Chicago, Chicago-Miami, and 
Los Angeles-New York. 


Source: Official Airlines Guide, March 1953. 
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TARLeE 11.—Domestic air growth to date has just begun to tap its long-term 
potential—_Tremendous growth lies ahead 


3illion passenger- miles | : 
Billion passenger- mile Domestic ate 


oe _ ———| as percent of 
Total inter- | Total domes- | — 
city tic air y 

30 90.1 0.1 0.1 
92 86.9 3 -3 
+ 120.0 1.1 9 
1O%K 181.7 8.4 4.6 
1959 212.6 13.0 6.1 
cane 226.7 18.0 7.9 
sank . 263. 9 28.0 10.6 
75 372.6 55.0 148 

Estimated 
Source. Based on data of CAB, ICC, and other sources 


TABLE 12.—The period of air-coach development has been one of sharply improving 
financial returns for the certificated domestic carriers 


arnings for | Stockholders’ | Earnings for | Stockholders’ 
Year tockholders return on Year | stockholders return on 
$ mil investment ($ million) investment 
Percent Percent 
1947 25. 2 (—20) |'1950 33.4 19 
1948 5.7 (—5) ||1951 46.6 22 
1949 _. 17.0 1l || 1952 ‘ : 144.8 117 


) months annualized 
Source: Aviation Week, Mar. 9, 1953, p. 52. 
TABLE 13,—Airlines are earning competitive profits in a regulated industry 
protected from competition—Postwar returns on investment 


1946-51 


€ 
average 1951 


Percent | Percent 





Competitive manufacturing * 16 14 
Air nsport es 5 16 
Other regulated industries 
Power utilities 9 | 9 
relephone and telegraph & 9 
Class I rails 4 5 


Source: Aviation Week, Mar. 23, 1953, p. 71 (from Delta Airlines petition to dismiss CAB Doc. No. 5509). 
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Tas_e 14.—The flexible airlift capacity of the irregular carriers has been a vital 
factor in the defense of the United States 


OVERSEAS 






































Revenue miles 


Passengers flown Cargo (thousands) 
Totel Percent by Total Percent by Total Percent by 
num ber irregular tons irregulars irregulars ‘ 
Berlin Airlift ! 18, 122 25 1, 850 58 (2) (2 
Pacific Airlift 
1949 ? (*) @ ? 374 5s 
1950 54, 479 25 6, 676 39 18, 324 32 
1951 125, 913 32 26, 671 44 46, 609 42 
1952 (? 2 3 105, 848 50 (2 
International military cherter 
1949 2, 389 50 540 64 770 60 
1950 3, 682 40 ISO 73 535 4s 
1951 January - Septem- 
ber 3, 779 19 529 93 1, 135 75 
AT HOME 
Passengers Cargo 
, i Miles flown - Miles flown 
Number (thousands ron (thousands 
Percent Percent Percent Percent 
Total by ir- Total by ir- Total by ir- Total by ir- 
regul’rs regulers regulars regulars 
Domestic military charter 
1950 12, 480 0 416 0 
1951 (January-Septem- 
ber) 174, 823 22 7, 719 22 9, 215 0. 005 3, 983 0. 005 
Military, intra Alaska 
1949 43, 782 0 932 0 
1950 43, 752 24 978 24 
1951 43,918 100 700 100 


1! July 1, 1948, to Dee. 31, 1949. Includes, in addition, eir support in the Atlantic for the Berlin Airlift 
2 Not avilable 

3 Preliminary 

4 Includes tonnage of passengers 


Source: U. 8. Department of the Air Force. 


TABLE 15.—Evisting certificated carriers could more than triple total 1952 
domestic volume by 1975 and still leave more than 1952 total volume for 
carriers not presently certificated 

Billions of revenue passenger miles 


Total Certificated Irregular 
Year 1952 ; . ‘ 3 ° be 13 | 12 l 
Year 1975 55 41 14 


Source: See tables 1 and 11, 


MEMORANDUM SUBMITTED BY SENATOR JOSEPH C. O’MAHONEY WITH RESPECT TO 
THE RIGHT OF ENTRY IN AIR TRANSPORTATION UNDER THE CIVIL AERONAUTICS ACT 


INTRODUCTION 
This Smali Business Committee is the forum to which the owners of private 


capital in the United States may make their appeals for legislative and execu- 
tive policy which will support their efforts to engage in new enterprise without 
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restriction by either monopoly or Government. We are here today because 
we feel that a misconception has grown up in the Civil Aeronautics Board, and 
among many of the beneficiaries of that Board, of the intention which Congress 
had in mind when it sent to the President, for his signature, the Civil Aeronautics 
Act of 1938. 

It is clear from the language of that act, and from the statements made in both 
Houses while it was under consideration, that the purpose of the Congress was 
to write a law which would encourage the development of an air-transportation 
system for all of the people of the United States, for their commerce and industry, 
and for their national defense. There was nothing in the debates in either 
House to give the slightest ground for believing that anybody in Congress, or 
indeed in the industry, whatever his secret designs, if any, may have been, to 
establish a system which would give to any bureau of the Government the power, 
on its own discretion, to restrict the development of aviation and to drive out 
of the business of air transportation any individual or any group willing to risk 
its capital in the pioneering of this industry, while at the same time obeying 
all the necessary rules to maintain the maximum degree of safety in the air. 
Indeed the very purpose of the exemption provision was to insure reasonable 
freedom of entry of new small enterprises. 

This memorandum is designed to summarize the legislative history of the 
present law and to demonstrate that there was no intention in the Congress 
which passed the bill to clothe any executive authority with power to destroy 
existing businesses or to prevent the development in the future of new businesses. 

In 1938 the Congress thought that it was establishing the basis upon which a 
new industry of great proportions would be built. It did not believe that this 
industry would be confined to less than a score of airlines which had graduated 
into the grandfather class, but that a constant opportunity would be kept open 
for the free entry into this business of every new generation. Sons of the first 
pioneers in air transportation were not to be excluded from this industry. It 
was not surprising, therefore, that when flyers returned from World War II 
they found a ready welcome from officials of the Government, and particularly 
from the RFC, when they sought to set themselves up in this new field for which 
they had been trained, fighting in the defense of their country. No one dreamed 
that the time would ever come when any regulation of the Board would be inter- 
preted to mean that America was saying to any of its sons: “You may not 
enter here.” 

The United States Senate, since 1988, has on three occasions shown grave 
concern with the Board’s restrictive policies with respect to entry into aviation. 
As early as March 1942 this concern was reflected in a resolution sponsored 
by Senator Walter F. George of Georgia, now the dean of the United States 
Senate. It was expressed once again in 1949 during the Johnson hearings before 
the Senate Interstate and Foreign Commerce Committee. Senatorial concern 
reached its culmination during Senate Small Business Committee hearings in 
1951 on the role of the large irregular airlines in air transportation. Following 
these hearings, the Senate Small Business Committee issued a report in which 
it concluded that the Board’s program for eliminating the nonscheduled airlines 
was inconsistent with the policies of the Civil Aeronautics Act. 

This memorandum covers the legislative history of the act and the various 
instances in which the Senate of the United States has expressed reservations 
about or strong displeasure at the failure of the Board to give effect to policies 
of liberal entry into air transportation. 


rHE CIVIL AERONAUTICS ACT 


Background.—Rarely has the Congress given such extended consideration for 
proposals to regulate any industry as it devoted to the airline industry from 1934 
to 1938. During this period, various bills were drafted, and hearings and de- 
bates were held in the Congress with respect to the desirability of full regu- 
latory control of the industry and with the form such control should take. The 
explanation for such prolonged deliberation can be explained by reference to the 
state of the industry during this period. None, or practically none, of the factors 
which make a comprehensive scheme for the economic regulation of a common 
carrier a categorical imperative appeared to obtain in the scheduled airline in- 
dustry. In the case of railroad and motor carriers, the Congress did not legislate 
complete control until these industries were so fully developed that such control 
was inevitable. 
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For example, it was almost 100 years after the railroads began operations in 
this country that such control was applied to them.’ The scheduled airline in- 
dustry, on the other hand, was in a very formative stage of development. By 
1935, the industry was only 5 or 6 years old and accounted for but a fraction of 1 
percent of existing intercity passenger traffic, including traffic of rail and motor 
carriers.’ In 1936, industry revenues, including mail pay, amounted to only some 
$30 million.’ As late as 1936, its »perutions were not even as extensive as the 
operations of nonscheduled operators. In a letter dated March 29, 1937, from 
Mr. Joseph Eastman, Commissioner of the Interstate Commerce Committee, to 
Representative Clarence F. Lea, chairman of the House Interstate and Foreign 
Commerce Committee, the following statistics were submitted with respect to the 
scheduled airlines and the nonscheduled industry as of 1936: 


Passengers carried by domestic scheduled airlines___.__-._--------- 1, 020, 297 
Passengers carried by domestic nonscheduled operators.____._.------ 1, 027, 280 
Miles flown: 
al iid eae ell 63, 777, 221 
SITE, ian tei 88, 480, 000 


“These figures do not include privately owned airplanes not operated for hire. 
During the same period air carriers of the United States engaged in foreign com- 
merce carried 125,841 passengers a total of 9,590,938 miles.” * 

It was also shown in hearings during 1938, that only 1,347 of a total of 8,000 
commercial pilots and only 447 of the total of 1,780 aircraft certificated for 
common or contract carriage operations were employed by the scheduled-airline 
industry.’ 

Difference in the nature of the investments involved in railroad operations, on 
the one hand, and scheduled airline operations, on the other, also ap- 
peared at the time to suggest a difference in regulatory approach. In 
the case of railroads tremendous investments are necessary to pur- 
chase and construct along rights of way. This, together with the im- 
mobility of equipment, has traditionally been advanced as the basis for protection 
through complete economic regulation of such investments from excessive com- 
petition. No comparable investments existed in scheduled airline industry. The 
airways are free and navigational and other operational facilities are maintained 
or subsidized by the Government. Government subsidies for the construction and 
maintenance or governmental ownership of airport facilities permit use of such 
facilities at nominal or reasonable fees. The absence of large fixed investments 
and the newness of the industry were regarded by Miss Amelia Earhart as 
crucial distinctions between airlines and railroads insofar as similarity of regu- 
latory treatment was concerned. Miss Earhart stated: 

“* * * T think the situation in connection with airlines is somewhat different 
from that of the railroads. If you speak of the matter of expense, no comparable 
ground facilities are necessary. We do not have to buy rights-of-way. We do 
not have the tremendous expense of laying down rails, of paving highways, of 
surveying mountainous districts, of tunneling through mountains, or anything 
like that. Airplanes can be run from airport to airport over almost any kind o 
terrain on a far smaller initial expenditure and a far smaller upkeep, and at 
the same time the industry can feel its way toward the ultimate service to be 
rendered by aviation.” ° 

While the various bills were being considered Colonel Gorrell was the president 
of the Air Transport Association, the trade association of the scheduled airlines. 


1Testimony of Karl A. Crowley, Solicitor, Post Office Department, hearings on H. R. 
5234 and H. R. 4652, House Committee on Foreign and Interstate Commerce, 75th Cong., 
Ist sess. (1937), p. 239. . 

2 Testimony of Amelia Earhart, hearings on 8S. 3027 before a subcommittee of the Senate 
Committee on Interstate Commerce, 74th Cong., Ist sess. (1935), pp. 101, 103. 

? Letter dated March 11, 1937, to Senator Wheeler, chairman, Senate Committee on Inter- 
state Commerce, from James A. Farley, Postmaster General, hearings on H. R. 5224 and 
H. R. 4652, House Committee on Foreign and Interstate Commerce, 75th Cong., 1st sess. 
(1937), pp. 119, 121; same letter also appears in hearings on S. 2 and S. 1760 before a 
subcommittee of the Senate Committee on Interstate Commerce, 75th Cong., Ist sess. 
(1987), pp. 186. 138. 

‘Hearings on H. R. 5234 and H. R. 4652, House Committee on Foreign and Interstate 
Commerce, 75th Cong., Ist sess. (1937), pp. 15, 17. 

5 Testimony of Col. Edgar 8. Gorrell, president, Air Transport Association of America, 
hearings on H. R. 9738 before the House Committee on Interstate and Foreign Commerce, 
75th Cong., 3d sess. (1938), p. 367. The 1,780 commercial-plane figure is limited to planes 
engaged in commercial operations and does not include aircraft certificated for instruc- 
tional (schools, flying lessons) or business (crop dusting, aerial photography) uses. 

® Testimony of Amelia Earhart, hearings on 8S. 3027 before a subcommittee of the Senate 
Committee on Interstate Commerce, 74th Cong., Ist sess. (1935), pp. 101-102. 
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There is no single person of airline industry who was so prominent as Colonel 
Gorrell in efforts to obtain legislation for complete economic regulation of the 
scheduled airlines. The advantages to the existing carriers of such control were 
obvious then, and, as events have since turned out, are even more obvious now. 
As Colonel Gorrell observed during hearings in 1937, the characteristics of the 
industry were (and still are) such as not to require any appreciable fixed invest- 
ments. Colonel Gorrell stated: “Today a person without any appreciable 
finances, if he desires to take the chance, can start a line as a common carrier.” ' 

During this entire period, the scheduled-airline industry's operations were 
affected by three governmental agencies. Safety matters were subject to the 
jurisdiction of the Bureau of Air Commerce of the Department of Commerce." 
Airmail contracts providing subsidies for the schedules carriers were awarded 
on a bid basis by the Post Office Department.* Mail rates under these contracts 
were subject to review and adjustment by the Interstate Commerce Commission.” 
No more than one carrier was awarded a contract over any particular route.” 
However, none of these agencies had certificate of convenience and necessity 
jurisdiction, and no restrictions whatsoever were placed upon the freedom 
of any independent unsubsidied carrier to fly over any route or into any terri- 
tory.” Through 1936, the industry experienced a phenomenal and apparently 
sound growth under this regulatory scheme. The passenger and air express 
business of the industry trebled in the 2 years ending 1936." With the growth 
of passenger and air-express business, the carriers became less dependent upon 
mail pay to sustain their operations.“ The mail-pay rates and total mail pay for 
the industry decreased, even though the volume of airmail handled was more 


7 Hearings on H. R. 5234 and H. R. 4652, House Committee on Foreign and Interstate 
Commerce, 75th Cong., Ist sess. (1937), at p. 73. 

8 Air Commerce Act of 1926, as amended; 44 Stat. 568; 45 Stat. 1404; 48 Stat. 1113; 
48 Stat. 1116: Air Mail Act of 1934, 

® Air Mail Act of 1934, as amended, 48 Stat. 993; 48 Stat. 1248; 49 Stat. 30; 49 Stat. 
614. 

1° Air Mail Act of 1934, as amended. 

1 Air Mail Act of 1934. as amended. 

™ Air Mail Act of 1934, as amended. See letter dated March 11, 1937, to Senator 
Wheeler, chairman of the Senate Interstate Commerce Committee, from James A. Farley, 
Postmaster General, hearings on H. R. 5234 and H. R. 4652, House Committee on Foreign 
and Interstate Commerce, 75th Cong., Ist sess. (1937), at pp. 122, 124. Hearings on 8S. 2. 
and S. 1760 before a subcommittee of the Senate Committee on Interstate Commerce, T5th 
Cong., Ist sess. (1937). at pp. 139, 141. 

1% Tetter dated March 29, 1937, to Hon. Clarence F. Lea, chairman, House Committee on 
Foreign and Interstate Commerce, from Joseph B. Eastman, of the Interstate Commerce 
Commission, hearings on H. R. 5234 and H. R. 4652, House Committee on Foreign and 
Interstate Commerce, 75th Cong., Ist sess. (19387). pp. 15, 17. The following growth 
statistics were presented to Senator Wheeler by Mr. Farley in his letter of March 11, 1937: 
hearings on H. R. 5234 and H. R. 4652, House Committee on Foreign and Interstate Com- 
merce, 75th Cong., Ist sess. (1937), p. 121: hearings on S. 2 and S. 1760 before a subcom- 
means of the Senate Committee on Interstate Commerce, 75th Cong., 1st sess. (1937), 
p. 138: 

















1933 1936 
1. Express revenue . ; $202. 567 $796, 171 
2. Passenger revenue - 2 > tein sic tie badge 6, 407, 748 17, 413, 260 
3. Total _-_. . a pbc bntee thm pecmbut 6, 610, 315 18, 209, 431 
eT Sealer ili inshallah ee eb SS. 19, 400, 264 12, 034, 953 
5. Grand total : se ialaane . iiteivaesiiokall 30, 244, 384 
6. Miles flown su.) 35,900,811 | 38,690, 449 
7. Average mail pay per mile thts > Ai ‘ é $9. 540 | $9. 311 
8. Pounds transported d , 6, 741, 788 | 15, 377, 993 
9. Pound-miles performed _.-....-......----..--.-.---------------- | 4,834, 540,534 | 9,771, 841,815 
1 





4 Letter dated March 29, 1937, to Hon. Clarence F. Lea, chairman, House Committee on 
Foreign and Interstate Commerce, from Joseph B. Eastman of the Interstate Commerce 
Commission, hearings on H. R. 5234 and H. R. 4652, House Committee on Foreign and 
Interstate Commerce, 75th Cong., Ist sess. (1937), pp. 15, 17. The Eastman letter reveals 
that whereas a few years before mail pay accounted for 70 percent of the total revenues 
of the domestic carriers, it only accounted for one-third of their revenues by the end of 
1936. See also statistics in the Farley letter, cited inn. 13, supra. 
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than double.” Competition was resulting in a substantial reduction in passenger 
und air-express rates."° Although the Board in support of its restrictive policies 
has repeatedly relied on allegedly chaotic conditions in the industry at the time 
in seeking justification for the policies it has adopted, the record fails to disclose 
that such conditions existed. Colonel Gorrell placed similar reliance on alle,;ed 
economie chaos during hearings for the purpose of showing the need for economic 
control of the industry. Even Colonel Gorrell was finallly obliged to acknowl- 
edge under questioning that the development of the industry was taking place 
without any incidence of cutthroat competition for passenger and freight traflic : 

“Mr. GorreLt. Perhaps so, sir. But it is not quite so simple as that. For 
example, I have been talking to a man who spoke about going into the business 
solely of flying freight, or freight and passengers, or freight, passengers, and 
express. Now, not many people are willing to go into that business today and 
put their money into it, thus making an investment, unless there is some proper 
protection against fly-by-night companies whereby such irresponsible companies 
cannot come along with a lot of second-hand planes and cut prices right out from 
under legitimate operators. A system that permits such an operation gives no 
protection for an orderly growth of the business between the points to be served. 

“Mr. SApowskI. Has that been done on very many occasions? 

“Mr. GoRRELL. No; but it has heen much closer than I would like to talk about. 
I have been shaking in my boots very recently on this subject.” “ 

Such chaot‘c economic conditions as existed arose solely out of ridiculously low 
bids by the 3 or 4 major carriers to secure mail contracts which were required by 
law to be awarded by the post office to the lowest bidder. With pending legis- 
lation which would result in later increases in mail pay and in future permanent 
rights in the air, only these large carriers could afford this below-cost operation 
until they received ultimate reimbursement from the Government. Such pay- 
ments as 1 mill instead of a reasonable 30 cents “ gives some idea of the situation 
that existed. The situation was referred to by Congressman Boren as the “* * * 
final banquet that they [the large operators] may gorge themselves before we put 
them on a diet of public convenience and necessity.” ” 

Under this liberal scheme of regulation, this country was able quickly to out- 
rank the combined world in civil aviation.” 

This background was revealed to the Congress during hearings and debates for 
economic regulation of the industry. It was obvious to the Congress that the 
alternatives were either to permit the industry to develop under the existing regu- 
latory schemes or modifications thereof, or to regulate competition under a 
liberal policy of freedom of entry into aviation. It is not surprising, therefore, 
that freedom of entry into aviation was a dominant theme in all debates and 
hearings concerning the industry and in the Civil Aeronautics Act itself. 

The report of the Federal Aviation Commission.—Probably the first document 
mentioning freedom of entry was the report of the Federal Aviation Commis- 
sion in 1935." This Commission had been appointed under the Air Mail Act of 
1934 for the purpose of recommending policies to the Congress with respect to 
civil aviation.” The Commission recommended that an independent agency be 


% Testimony of Karl A. Crowley, solicitor, Post Office Department, hearings on 8. 2 and 
S. 1760, before a subcommittee of the Senate Committee on Interstate Commerce, 75th 
Cong., Ist sess. (1987), p. 109. Letter dated March 11, 1937, to Senator Wheeler, chair 
man of Senate Interstate Commerce Committee from James A. Farley, Postmaster Gen- 
eral, hearings on H. R. 5234 and H. R. 4652, House Committee on Foreign and Interstate 
Commerce, 75th Cong., Ist sess. (1987), p. 121; hearings on S. 2 and S. 1760 before a sub- 
= of the Senate Committee on Interstate Commerce, 75th Cong., Ist sess. (1937), 
p. 13& 

% Report submitted in testimony of Commissioner Joseph B. Eastman, hearings on H. R. 
5234 and H. R. 4652, House Committee on Foreign and Tutesstate Commerce, 75th Cong., 
Ist sess. (1937). p. 26. 

1 Hearings on H. R. 5234 and H. R. 4652, House Committee on Foreign and Interstate 
Commerce, 75th Cong., Ist sess. (1937), p. 76. 

The 1 large carrier bid 1 mill per mile for a contract at the same time that it was 
arguing before the Interstate Commerce Commission that a rate of 24 cents per mile was 
not fair and reasonable. Letter of Representative Boren, dated February 26, 1928, debates 
on H. R. 9738, 83 Congressional Record, pt. 6, Tith Cong., 3d sess. (1938), p. 6406. 

” Letter of Representative Boren, dated February 26, 1938, debates on H. R. 9738, 83 
Congressional Record, pt. 6, T5th Cong., 3d sess. (1938), p. 6406. 

* Statement of Chairman J. M. Johnson, hearings before Interdepartmental Committee 
on Civil Aviation (1937), p. 214. Apparently copies of the record of these hearings were 
never printed. A photostatic copy of these hearlaas is available at the Legal Library of 
the Civil Aeronautics Board. 

71 Report of Federal Aviation Commission, 74th Cong., 1st sess., S. Doc. 15 (1935). 

2 Air Mail Act of 1934, secs. 20 and 21. 
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established with the authority to control competition through the issuance of 
certificates of convenience and necessity and that the industry be subject to 
comprehensive economic regulation. Even though the Commission did not have 
all the facts before it which were subsequently developed in voluminous con- 
gressional hearings and debates, the Commission, of course, was conscious of 
the infancy of the industry, and that air transport was not a “natural monopoly” 
requiring an “exclusive right-of-way” * such as street railways, or, it might be 
added, railroads or electric power utilities. These circumstances relating to air 
transport, the Commission concluded, required no more than “a certain restric- 
tion on competition” between the subsidized carriers in order that the Govern- 
ment subsidy given to each of such carriers might not be unduly increased.” 

In its report, the Commission made it clear that air transportation must not 
be frozen in the hands of existing carriers and that there was to be no arbitrary 
denial of the right of entry to newcomers in scheduled airline operations: 

“There must be no arbitrary denial of the right of entry of newcomers into 
the field where they can make an adequate showing of their readiness to render 
a better public service than could otherwise be obtained. There must be no 
policy of a permanent freezing of the present air transport map, with respect 
either to the location of its routes or the identity of their operators. The pres- 
ent operators of airlines have no inherent right to a monopoly of the routes that 
they serve.” * 

Initial opposition to comprehensive regulation of civil aviation.—Initially, 
various individuals and Government agencies conected with civil aviation raised 
objections to regulating competition in the airline industry. Opposition was 
particularly directed against the certificate of convenience and necessity pro- 
visions of the various bills upon which the Civil Aeronautics Act is based. Miss 
Amelia Earhart believed that such control was premature” and that the 
necessity of obtaining certificate authorization might hinder or prevent new 
interests from entering the airline business. She gave the following example of 
what the effect of such regulatory powers would be: 

“Miss Earuart. That is true. But I see in it a certain amount of stalemating 
in the matter of progress. I do not know whether I make myself clear. For 
instance, one airline is run here, and another line is run over here. A farsighted 
gentleman wishes to connect these two points and he cuts across the hypotenuse 
of the triangle. Of course with the two named airlines having certificates of 
convenience and necessity, the pioneer is going to be held up in attempting to 
cut across, whereas he might be serving two centers of population exceedingly 
well if permitted to go ahead. 

“Senator McCarran. You do not understand, do you, that under this bill he 
would be held up? 

“Miss EarHart. I think so. 

“Senator McCarran. He could apply for a certificate of convenience and neces- 
sity and establish a basis to cover the issuance of it. 

“Miss EArHART. Perhaps so, but you know that the mills of any legislative 
body grind exceedingly slow.” ” 

The Post Office Department and the Commerce Department, which were 2 of 
the 3 governmental agencies directly connected with civil aviation, strongly 
objected to the certificate of convenience and necessity requirements and to the 
grandfather rights accorded to existing carriers. These objections were raised 
at a time when the Congress was considering the Interstate Commerce Com- 
mission as the agency which would regulate all economic phases of civil aero- 
nautics. 

The position of the Post Office Department with respect to the effect of certifi- 
eate jurisdiction was expressed by Mr. James A. Farley, then the Postmaster 
General, as follows: 

“Section 305 (d) authorizes the Interstate Commerce Commission to issue 
generally certificates of convenience and necessity authorizing an applicant to 
engage in interstate, overseas, or foreign air traffic, except mail, and authorizes 
an applicant to transport mail between the terminal and intermediate points 
between which such applicant or its predecessor was engaged in the transporta- 





28 Report of Federal Aviation Commission, 74th Cong., Ist sess., 8. Doc. 15 (1935), p. 61. 
% Report of Federal Aviation Commission, 74th Cong., Ist sess., S. Doc. 15 +3086" p. 61. 
*5 Report of Federal Aviation Commission, 74th Cong., Ist sess., S. Doc. 15 (1935), p. 62. 


* Testimony of Amelia Parhart, hearings on S. 3027 before a subcommittee of the Senate 
Committee on Interstate Commerce, 74th Cong., Ist sess. (1935), pp. 101-102. 

27 Testimony of Amelia Earhart, hearings on S. 3027 before a subcommittee of the Senate 
Committee on Interstate Commerce, 74th Cong., Ist sess. (1935), p. 105, 
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tion of mail at any time during the period of December 31, 1936, to the date of 
the passage of the bill. 
“Thus, it will be seen that both foreign and domestic airmail contracts may be 
perpetuated and retained in the hands of the present contractors. 
* 7 ~ * > - ~ 


“Under the provisions of this bill no person, whether carrying the mails under 
contract with the Government or desiring to operate an independent airline, 
could so operate without securing a certificate of convenience and necessity. 
The bill would absolutely stifle competition, both from the standpoint of carrying 
the mails as well as in the operation of an interstate air-transport line. 

“Tt is my opinion that under present conditions, nonsubsidized air-transport 
companies should be free to open up and develop any territory and that such 
pioneering work should not be hampered by the necessity of first securing a 
certificate of public convenience and necessity from the Interstate Commerce 
Commission. While Congress has found it wise to prohibit competition between 
subsidized airmail contractors, it has not yet seen fit to prohibit or impose any 
restriction upon the operations and development of independent air transport 
companies not subsidized by the Government. 

“Since the Government began to aid aviation, both domestic and foreign, it 
has expanded hundreds of millions of dollars in the building of airports, the 
development of airways, installation of beacon lights, etc., and direct subsidies 
paid to the contractors. Now that the financial position of these lines is being 
constantly improved it would appear wise to go very slow in granting them 
perpetual contracts with exclusive franchises and making possible monopolies 
which may prove a menace to the public interest.” * 

The position taken by the Post Office Department was elaborated upon by 
Mr. Karl A. Crowley, the agency’s solicitor. He emphasized that the industry 
was too young to be subjected to full regulatory control.” Certificate of con- 
venience and necessity provisions, he stated, would be so administered as to 
create a monopoly for the benefit of existing carriers and to prevent small, un- 
subsidized operators from getting into the airline business. 

“Mr. Crow.ey. You are getting right at the very real reason why the contrac- 
tors want the passage of this bill. This bill provides a perfect plan for creating 
monopoly of air transport in this country. It creates a monopoly. People are 
getting more interested in aviation right along. 

“Mr. HALLECK. You mean by reason of the issuance of a certificate of conveni- 
ence and necessity? 

“Mr. Crowiey. I mean by reason of the certificate of convenience and 
necessity.” ® 

* + 7 * ca o * 

“Mr. CRow.ey. * * * This is an infant industry. It is something that has 
grown with competition. As somebody remarked a little while ago, the airplane 
has actually brought the streamlined train to the railroads. 

“This bill would freeze the present air service. It would create a monopoly 
with the present contractors. No little fellow with a new idea, with plenty of 
capital, could go out and establish a line from, say, Wyoming to California. He 
would have to get a certificate of convenience and necessity before he could do 
it. The law right now does not prohibit an independent citizen from establishing 
an airline—an air-tranpsort line—at all. If you prohibit that sort of thing, 
then air-transport lines would not be established except by airmail carriers 
Of course, the cost to the Government would be prohibitive.” ™ 

The views of the Department of Commerce with respect to certificates of con- 
venience and necessity were expressed by J. Monroe Johnson, Assistant Secretary 
of Commerce, as follows: 

“Passage of such a bill would be premature. While in the near future wisdom 
may dictate that the quasi-judicial functions now exercised by the Interstate 


28 Letter dated March 11, 1937, to Senator Wheeler, chairman, Senate Committee on 
Interstate Commerce, from James A. Farley, Postmaster General, hearings on H. R. 5234 
and H. R. 4652, pp. 128-124; hearings on S, 2 and S. 1760 before a subcommittee of the 
Senate Committee on Interstate Commerce. 75th Cong., Ist sess. (1937), p. 140. 

2? Hearings on H. R. 5234 and H. R. 4652, House Committee on Foreign and Interstate 
Commerce, 75th Cong., 1st sess. (1937), pp. 149, 150: hearings on S. 2 and S. 1760 before 
‘ee of the Senate Committee on Interstate Commerce, 75th Cong., ist sess. 

937). p. 8. 

® Hearings on H. R. 5234 and H. R. 4652, House Committee on Foreign and Interstate 
Commerce, 75th Cong., 1st sess. (1937), p. 147. 

" Hearings on 8S. 2 and S. 1700 before a subcommittee of the Senate Committee on 
Interstate Commerce, 75th Cong., Ist sess. (1987), p. 118. 
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Commerce Commission with respect to air transportation should be extended, 
the present state of that transportation does not warrant the sudden and com- 
prehensive regulation of it proposed by the bill. The American air-transport 
industry, the history of which is measured by a span of less than 10 years, is 
emerging from its experimental-demunstration stage, which is evidenced by the 
high rate of obsolescence of its equipment; its constantly changing operating 
practices; and by the relatively slight volume of passengers and merchandise 
that it carriers.” ” 
+ a ™ Be oe ¥ + 


“The Department of Commerce is unalterably opposed to the issuance of such 
certificates at this time when the air-transport industry is still in a metamorphic 
state; when the airways map is still devoid of feeder or secondary routes; and 
when there is not yet even enough competition to promote the potential traffic. 
It is greatly to be feared that the immediate instituion of such requirements will 
produce an undue advantage to the three or four powerful airlines which are 
already well entrenched and a detriment to the weaker ones. This country is not 
yet sufficiently provided with airline routes as it is with rail or motor routes. 

The domestic routing of airlines at the current writing is about 30,000 miles. 
The total express and freight carried by our airlines in 1936 (estimated for ail 
services, foreign and domestic) will be about 3,800 tons; the total mails carried 
will be about 8,500 tons: and the number of passengers carried barely over 1,- 
000,000. Deliberation upon this factor alone, the volume of traffic carried, is 
deemed to be sufficient argument against the necessity for such certificates.” 
[I-mphasis supplied.] “ 

Representative Sadowski, of the House Committee on Interstate and Foreign 
Commerce, had this observation to make: 

“It just seems to me that certificate of convenience and necessity provides for 
a monopoly unless the industry, carrier industry, is developed to such an extent 
that it is absolutely necessary for regulation.” * 


Rebuttals to opposition 


Throughout the entire period that the subcommittee of the Senate Committee 
on Interstate Commerce held hearings during 1937 and 1938 with respect to the 
regulation of civil aeronautics, the then Senator Harry S. Truman was its chair- 
man. With the possible exception of Senator McCarran, there was no Single 
Senator more responsible for the drafting and passage of the Civil Aeronautics 
Act than Mr. Truman. As chairman of the subcommittee, Mr. Truman had no 
intention whatsoever of permitting the passage of any bill which did not clearly 
reflect a policy of liberal entry into aviation and against making air transpor- 
tation the exclusive province of existing carriers. It was believed by him that 
the pending bill adequately reflected this intention and that if it did not, the bill 
should be changed. 

“The CuAtRMAN. There is no competition being throttled in this industry. 
How are we throttling competition? 

“Mr, Crow ey. If you will read this bill, you will see that nobody in the world 
can ever carry the mail except the present airmail contractors. 

“The CHAIRMAN, Not at all. According to your own statement, they have to 
come and get a certificate of convenience and necessity. The truck people are 
constantly adding new trucks and having new trucklines. 

“Mr. Crow.ey. If I am not mistaken, the airmail service is confined exclusively 
to the present airmail operators. 

“Senator McCarran. No. 


2 Letter dated Decenrber 16, 1936, to Senator Pat McCarran from J. M. Johnson, As- 
sistant Secretary of Commerce, hearings on S. 2 and S. 1760 before a subcommittee of the 
Senate Committee on Interstate Commerce, 75th Cong., Ist sess. (1937), p. 85. 

3 Letter dated December 16, 1936, to Senator Pat McCarran from J. Ni. Johnson, As- 
sistant Secretary of Commerce, hearings on S. 2 and S. 1760 before a subcommittee of the 
Senate Committee on Interstate Commerce, 75th Cong., Ist sess. (1937), p. 89. The same 
departmental views were expressed in: Comment of Department of Commerce on amend- 
ment to S. 2, hearings on 8S. 2 and 8. 1760 before a subcommittee of the Senate Committee 
on Interstate Commerce, T5th Cong., 1st sess. (1937), p. 77; letter dated March 30, 1937, 
to Hon. Clarence F. Lea, chairman of the House Committee on Interstate and Foreign 
Commerce, from J. M. Johnson, Assistant Secretary of Commerce, Hearings on H. R. 
52234 and H. R. 4652, House Committee on Foreign and Interstate Commerce. 





» 
7ith Cong., Ist sess. (1937), p. 249. Testimony of Dennis Mulligan, Office of Solicitor, 
Department of Commerce, in hearings on 8S. 2 and S. 1760 before a subcommittee of the 
Senate Committee on Interstate Commerce, 75th Cong., Ist sess. (1937), p. 96-98, and 
in hearings on H. R. 5234 and H. R. 4652, House Committee on Foreign and Interstate 
Commerce, 75th Cong., Ist sess. (1987), pp. 255, 259-260. 

“% Hearings on H. R. 5234 and H. R. 4652, House Committee on Foreign and Interstate 
Commerce, 75th Cong., Ist sess. (1937), p. 70. 
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“The CHAIRMAN. Show me that provision. If that is true, it ought to be 
changed.” * 

The opposition of the Post Office Department, Mr. Truman concluded, was based 
upon a failure carefully to read the pending bill” and upon the “ridiculous 
assumption” “ that the regulatory commission would abuse the powers delegated 
to it by the Congress by showing bias or prejudice: 

“The CHATRMAN. You are just assuming now that the Commission is going to 
be biased or prejudiced. 

“Mr. Crow.ey. There is nothing to prohibit it, Senator. 

“The CHAIRMAN. Of course, you have got to assume that you can trust some- 
body. Every bill that we draft up here, perhaps, unfortunately, makes it neces- 
sary to have to trust somebody. Perhaps we should not, but we do trust some- 
body. We have to trust the Interstate Commerce Commission and we have to 
trust the Post Office Department with carrying out some of the policies and 
some of the details. If we cannot trust the Interstate Commerce Commission, 
perhaps we should turn it over to the Post Office Department or some other 
department.” ® 

Senator McCarran explained that the fears of the Post Office Department 
with respect to independent nonsubsidized operations were groundless and that 
such operators would presumably have the same freedom to start out in business 
that they had under existing law. 

“The witness likewise states that no lines would be established except by air- 
mail carriers, which would make the cost to the Government prohibitive. This is 
no more likely to occur under the proposed bill than under existing law. If an 
independent airline can institute service under existing law without mail, it would 
still be able to institute service without mail under the proposed bill.” ® 

Under existing law, there were, of course, no certificate requirements and the 
independent operators had complete freedom to inaugurate airline operations. 

Representatives of the existing carriers were also of the opinion that liberal 
entry into aviation would be permitted and in fact encouraged under the proposed 
legislation. Colonel Gorrell, then president of the Air Transport Association, 
testified in various hearings as follows: 

“Mr. Martin. If your association comprises 18 airlines, scheduled lines, and 
there are only about 6 others, that would apparently give to the members of your 
association a virtual monopoly. Why is it concerned for a change which would 
bring into the field a larger number of carrier companies which would set up 
competition with those now in this association? 

“Mr. GorreLL. We feel that the enactment of H. R. 5234 will bring in a number 
of new companies and there will be additional airline service.” ” 

” * * * ae * * 


“Mr. Sapowskr. I was going to say that we can expect that within the next 
few years practically every city of any importance in the Middle West and in the 
East will want to run its own lines or have its own company operating between 
those cities and, say, the west coast, Los Angeles, or San Francisco, or some place 
along the coast, because it is natural to suppose that every city of any importance 
will want to have that direct contact, as to private service for freight and also 
as to mail and passenger service. Now, if this bill should go into effect, will it 
not have the effect of stifling this development in that direction? 

“Mr. Gorrett. No; I personally think that if this bill becomes law, airline serv- 
ice will spring up every where, and the volume of air-passenger traffic, and of 
shipment of cargo by air, will be greately increased. I think the existing act does 
more to foster monopoly than this particular bill would do. I think this bill will 
let airlines spring up wherever the public necessity and convenience warrants 
them coming into operation. There is nothing in H. R. 5234 to stop lines from 
being put into operation between points A and B, except the question of public 
convenience and necessity. 


% Hearings on S. 2 and S. 1760 before a subcommittee of the Senate Committee on 
Interstate Commerce, 75th Cong., Ist sess. (1937), p. 305 

* Hearings on S, 2 and 8S. 1760 before a subcommittee of the Senate Committee on 
Interstate Commerce, 75th Cong., Ist sess. (1987), pp. 306-307 

*% Hearings on 8S. 2 and S. 1760 before a subcommittee of the Senate Committee on 
Interstate Commerce, 75th Cong., Ist sess. (1927), p. 308. 

% Hearings on S. 2 and S. 1760 before a subcommittee of the Senate Committee on 
Interstate Commerce, 75th Cong., 1st sess. (1937), p. 305. 

%® Hearings on S. 2 and S. 1760 before a subcommittee of the Senate Committee ‘on 
Interstate Commerce. 75th Cong., Ist sess. (1987). p. 410. 

“ Hearings on H. R. 5234 and H. R. 4652. House Committee on Foreign and Interstate 


Commerce, 75th Cong., Ist sess. (1937), p. 75 
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“Mr. SapowskI. I know. But what is for the public convenience and necessity 
may be a very different thing in the view of the citizens of Flint, Mich., from 
what it would be by the Interstate Commerce Commission in Washington. They 
may have an idea that it would be of considerable necessity for them, but the 
Interstate Commerce Commission down here in Washington may say no. 

“Mr. GorreLtL. There is nothing in H. R. 5234 that would control lines within 
a State; that is, intrastate lines. As regards the lines flying in interstate com- 
merce or in overseas or foreign commerce, I should think that perhaps the Inter- 
state Commerce Commission is the one body best qualified by experience to pass 
upon the public necessity and convenience. I do not know of any body that is 
as well trained by experience to pass on the question of public necessity and 
convenience as is the Interstate Commerce Commission. I personally think, if 
H. R. 5234 is enacted, you will see airlines springing up in places where they 
would otherwise never be brought into existence. I look for a far greater broad- 
ening of air travel and air shipments if such a bill as this is considered by 
Congress to be wise.” “ 

x * + * * X* * 


“Within the industry itself the situation is as I have already described it, 
namely, that there is no great economic barrier to the inauguration of new 
service, such as prevails in the case of the railroads or water carriers, and that 
competition is in fact very keen. As Commissioner Eastman pointed out before 
this committee and also in his testimony before the Senate committee, there are 
today several entirely new interests which are apparently on the verge of enter- 
ing the field of air transportation, and there seems to be no present limit to the 
possibility of new capital embarking upon air carrier service.” “ 

om o*” am - * +” . 

“At the same time it must be pointed out, as Commissioner Bastman empha- 
sized, that the requirement of a certificate of convenience and necessity prior to 
the inauguration of a service is in no sense a provision for monopoly. Commis- 
sioner Eastman stated that the Commission’s policy has always been to be most 
liberal where new interests sought to enter and develop the field of trans- 
portation.” * 

* * ca ~ * cf * 


“So far as criticism has been made of the Commission’s [Interstate Commerce 
Commission’s] administration of this provision, [certificate of convenience and 
necessity provision] it is not that the Commission has too often denied, but that 
it has too often granted certificates of convenience and necessity.” “ 

It appears indisputable that the Congress and the industry itself believed that 
whatever commission was entrusted with authority to regulate air commerce 
would apply, and in fact was obliged to apply, a policy permitting and, indeed, 
encouraging new companies to enter aviation. 

The Civil Aeronautics Act 

A. The interdepartmental committee.—While the various bills before the Con- 
gress were being readied for passage, the President of the United States suddenly 
became much more “interested” in legislation for the regulation of air trans- 
portation.“ Sometime in August, 1937,“ the President appointed an interde- 
partmental committee to review and make recommendations with respect to 
civil aeronautics legislation. The fact that two departments of Government, 
namely, the Post Office Department and the Department of Justice, thought that 
the pending bills could be administered in such a way as to permit air trans- 
portation to become the exclusive domain of existing carriers or to permit the 
exercise of bias and prejudice against newcomers to aviation was presumably 


“ Hearings on H. R. 5234 and H. R. 4652, House Committee on Foreign and Interstate 
Commerce, 75th Cong., Ist sess. (1937), pp. 112-113. 

@ Hearings on H. R. 5234 and H. R. 4652, House Committee on Foreign and Interstate 
Commerce, 75th Cong.. Ist sess. (1937), p. 342: hearings on S. 2 and S. 1760 before a 
subcommittee of the Senate Committee on Interstate Commerce, 75th Cong., Ist sess. 
(1937), p. 502. 

* Hearings on H. R. 5234 and H. R. 4662, House Committee on Foreign and Interstate 
Commerce, 75th Cong., 1st sess. (1987), p. 344: hearings on S. 2 and S. 1760 before a 
eet of the Senate Committee on Interstate Commerce, 75th Cong., Ist sess. 
(1937), p. 503. 

“ Hearings of the Interdepartmental Committee on Civil Aviation Legislation (1987), 
p 629. A photostatic copy of the transcript of these hearings is available at the Lav 
Library of the Civil Aeronautics Board. 

“ Testimony of Clinton M. Hester, hearings on H. R. 9738 before the House Committee 
on Interstate and Foreign Commerce, 75th Cong., 2d sess. (1938), p. 65. 

“Testimony of Clinton M. Hester, hearings on H. R. 9738 before the House Committee 
on Interstate and Foreign Commerce, 75th Cong., 3d sess. (1938), note 45, p. 70 
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a factor accounting for the President’s sudden “interesi.” Another factor in- 
fluencing the President may have been the disclosure during hearings of the 
circumstances attending the drafting of these bills. The bills, it was discovered, 
were drafted during conferences and sessions held in hotel rooms of representa- 
tives of the scheduled airline industry.“ An official of the Interstate Commerce 
Commission “ who was entrusted with the responsibility of holding conferences 
with respect to the bills, was apparently unable to advance satisfactory explana- 
tions as to why these conferences took place in private hotel rooms instead 
of Government offices.” Although the Post Office Department and the Depart- 
ment of Commerce were directly concerned with civil aeronautics, representa- 
tives of these departments were neither informed of nor invited to these 
conferences.” 

The intedepartmental committee consisted of representatives of all depart- 
ments of the Government affected by civil aviation, including representatives 
of the two departments which had raised objections to previous bills, namely, 
the Post Office Department and the Department of Commerce.” ‘The chairman 
of the committee was J. Monroe Johnson, the Assistant Secretary of Commerce, 
who had expressed strong dissatisfaction with previous bills because he thought 
that they would give undue advantages to existing carriers and would not 
provide opportunities for new interests which were commensurate with the 
newness of scheduled air transportation.” 


47 Senator MCKELLAR. The bill I am talking about is the bill that Mr. Lea introduced. 

Mr. Haley (the official of the ICC mentioned in this memorandum), do you sometimes go 
to the Carlton Hotel? 

Mr. Haury. Yes, sir; and may I say, Senator, that I was at the Carlton Hotel on several 
occasions in February, at least, if not in the latter part of January, in connection with this 
very matter. The reason why I went to the Carlton Hotel was that we were doing this 
work overtime—nights and Sundays—and the offices of the Commission were closed, and 
the guards would not let people come in who were not employees of the Commission. 

Senator MCKELLAR. Those meetings were held in room 212, were they not! 

Mr. Harry. I think the rooms we worked in were 212 and 214. They were adjoining 
rooms 

Senator MCKELLAR. Colonel Gorrell was one of those present ? 

Mr. HALEy. Yes. 

Senator MCKELLAR. He is president of the Air Transport Association? 

Mr. HALEY. Yes. 

Senator MCKELLAR. His assistant, Mr. Paxton, was there? 

Mr. Haver. That is correct. 

Senator MCKELLAR. Mr. Godehn, of the United, was there? 

Mr. Hatey. Yes, sir. 

Senator MCKELLAR. Mr. Brophy, of the TWA, was there? 

Mr. HALEY. That is right 

Senator MCKELLAR, Mr. Hale and Mr. C. R. Smith, of the American, were there? 

Mr. HALey. That is right. 

Senator McKeuvuar. Mr. Carleton Putman. of the Chicago & Southern, was there? 

Mr. HALEY. That is correct. 

Senator McKELLaR. Mr. Denning, who represents some of the companies, was there? 

Mr. HAwey. I did not happen to see Mr. Denning there; but Mr. Denning did join the 
conference in Mr. Eastman’s office later. 

Senator MCKELLAR. Was the bill that you gentlemen finally agreed upon endorsed and 
approved by all present, or did anybody object to it? If so, who? 

Mr. HALEY. We were not there for the purpose of voting on the bill; we were there for 
the purpose of assisting the committee in workimg out the changes in the bill. 

Senator McKeuuar. Was that not the bill, after you had worked it out, that was sent 
to the House? 

Mr. HALeyY. It was introduced, [sic] Senator, and referred to the Commission. It then 
went to the legislative committee of the Commission, which made a report on it. I pre- 
sume that the Commission would have no objection to having a copy of that report go into 
the record here 

Senator McKELLAR. Did you make a report on it? 

Mr. HALEY. No, sir; not a written report. 

Senator McKeLuaR. Was Mr. Westwood also at that meeting? 

Mr. HaLey. Mr. Westwood, also. 

Senator MCKELLAR. He was there, too? 

Mr. Haley. Yes: and he is here today. 

The CHAIRMAN. Who is Mr. Westwood? 

Mr. Hatey. Mr. Westwood is attorney for the Air Transport Association (hearings on 
S. 2 and S. 1760 before a subcommittee of the Senate Committee on Interstate Commerce, 
75th Cong., Ist sess. (1937), pp. 226-227). 

48 The Interstate Commerce Commission was the agency to be vested with jurisdiction 
over civil aeronautics under the proposed bill. 

# Note 47, supra. All or virtually all Government agencies permit the issuance of 
visitors’ passes for the conduct of official Government business after working hours. Ac- 
cordingly, the explanation of the ICC official would appear to be without merit. 

* See hearings on S. 2 and S. 1760 before a subcommittee of the Senate Committee on 
Interstate Commerce, 75th Cong., Ist sess (1937), pp. 227, 288. 

51 Testimony of Clinton M. Hester, hearings on H. R. 9738, before the House Committee 
on Interstate and Foreign Commerce, 75th Cong., 3d sess. (1938), p. 48. 

& See notes 32 and 33, supra. 
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After hearings, the interdepartmental committee made reports and recom- 
mendations which were translated into a House bill,” while a parallel bill was 
prepared in the Senate under the direction of the then Senator Truman.“ 
After debates and conferences during which minor adjustments were made, 
a final bill reflecting the recommendations of the interdepartmental committee 
was passed as the Civil Aeronautics Act of 1938." After reviewing the legis- 
lative history of the bills which were to become the Civil Aeronautics Act, the 
Post Office Department and the Department of Commerce reversed the positions 
they had previously taken and presumably came to the conclusion that the 
legislation unmistakably reflected a policy of reasonable freedom of entry and 
against freezing aviation in the hands of existing carriers. Accordingly, the 
pending bills, as well as the Civil Aeronautics Act, had the approval of all the 
executive departments of the Government.” 

B. The philosophy to guide the new agency in controlling air transportation.— 
Following the recommendations of the interdepartmental committee, the Con- 
gress did everything that could possibly be done in order to make it unmistakably 
clear that opportunities were to be accorded to newcomers to an extent never 
before paralleled in Federal regulation of transportation. Instead of entrust- 
ing the Interstate Commerce Commission with jurisdiction over the infant indus- 
try, a new agency, free from conservative preconceptions that might have been 
developed from regulating mature forms of transportation, was established to 
control what Senator McCarran called “* * * one of the greatest avenues and 
opportunities for commerce we will have 10 years from now.” ” 

In a break with traditions of draftsmanship, the act set forth a broad declara- 
tion of policy, which was also to serve as a definition of the term “public inter- 
est” and “public convenience and necessity,” in order to encourage the Board 
to exercise the daring and imagination necessary to guide the development of 
the new air age. 

“Sec. 2. In the exercise and performance of its powers and duties under this 
Act, the Authority shall consider the following, among other things, as being in 
the public interest, and in accordance with public convenience and necessity— 

“(a) The encouragement and development of an air-transportation system 
properly adapted to the present and future needs of the foreign and domestic 
commerce of the United States, of the postal service, and of the national defense; 

“(b) The regulation of air transportation in such manner as to recognize and 
preserve the inherent advantages of, assure the highest degree of safety in, and 
foster sound economic conditions in, such transportation, and to improve the 
relations between, and coordinate transportation by, air carriers ; 

“(c) The promotion of adequate, economical, and efficient service by air 
carriers at reasonable charges, without unjust discriminations, undue prefer- 
ences or advantages, or unfair or destructive competitive practices; 

“(qd) Competition to the extent necessary to assure the sound development of 
an air-transportation system properly adapted to the needs of the foreign and 
domestic commerce of the United States, of the postal service, and of the national 
defense ; 

“(e) The regulation of air commerce in such manner as to best promote its 
development and safety ; and 

“(f) The encouragement and development of civil aeronautics.” 


58 





% Testimony of Clinton M. Hester, hearings on H. R. 9728. before the House Committee 
on Interstate and Foreign Commerce, 75th Cong., 3d sess. (1938), p. 68. 

“ Testimony of Clinton M. Hester, hearines on S. 3659, before a subcommittee of the 
senate Committee on Interstate Commerce, T5th Cong., 3d sess. (1928), p. 15. 

83 Congressional Record, 75th Cong., 3d sess. $616 (1938).. The bill actually passed 
after changes were made during debates and after conferences was an amendment in the 
nature of a substitute for S. 3845, which amendment in the nature of a substitute was 
introduced bv Senator Harry S. Truman. See remarks of Senator Harry S. Truman, debate 
on 8. 3845, 83 Congressional Record. pt. 6, p. 6724. Tith Cong., 3d sess. (1938), pp. 672 
et sea. Proceedings on the parallel House bill, H. R. 9738, were vacated after debates and 
S. 8845, with the amendment presented by Senator Harry S. Truman was substituted. 
83 Congressional Record, 75th Cong., 3d sess. (1938), p. 7104. 

Testimony of Clinton M. Hester, hearings on S. 3659, before a subcommittee of the 
Senate Committee on Interstate Commerce. 75th Cong., 3d sess. (1938), pp. 14-15; testi- 
mony of Clinton M. Hester, hearings on H. R. 9738, before the House Committee on 
Interstate and Foreign Commerce, 75th Cong., 3d sess. (1938). p. 134. 83 Congressional 
Record, pt. 6, p. 6725 (1938): remarks of Senator Harry S. Truman, debate on S. 3845, 
83 Coneressional Record, pt. 6, 75th Cong.. 3d sess. (1938). p. 6725. 

Debates on S. 3845, 88 Congressional Record, pt. 6, p. 6729. 75th Cong., 3d sess. 
(1938) 

% Civil Aeronautics Act of 1938, as amended, sec. 2. 
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During debates, both Senator Truman” and Senator Copeland™ stressed the 
numerous provisions in the declaration of policy and elsewhere in the act as 
evidencing a policy against freezing aviation in favor of existing carriers. At 
the insistence of Senator Borah, equivocal language in one provision of the 
act was eliminated in order to make the policy against monopoly in the air even 
the more erystal clear.” 

Senator King, of Utah, undoubtedly reflected the sentiment of the Congress 
when he said: 

“Mr. Kine. Mr. President, the members of the committee who drafted the 
pending bill undoubtedly are familiar with its terms, but some Senators have 
not had opportunity to study its provisions. 

“From the discussion of its terms this morning, I have been confused as to 
their meaning and effect. If the purpose of the bill is to freeze certain contracts, 
or certain activities of a number of companies or organizations, and to give 
them rights in perpetuity to the exclusion of others; if the bill erects bars to 
protect those who now have contracts or now have established airlines and to 
prevent other persons or other corporations from obtaining franchises and rights 
to operate airplanes, I would hesitate to yote for the bill. 

“I recognize the fact that the art of aviation has made progress; that regula- 
tion is needed much the same as railroads are regulated by the ICO. I recognize 
the fact that there are some fields already adequately served by existing lines, 
but the growth of the country will call for other airlines and facilities. Un 
doubtedly there must be some discretion vested in a board or agency to grant 
permits and rights-of-way through the air; but I should be reluctant to vote for 
a bill that was a guaranty to certain agencies and certain organizations that they 
shall be perpetuated, and that other applicants for rights-of-way and for per 
mits should be denied consideration, 

“It seems to me that the grandfather clause, using the phrase employed by 
iny friend from Nevada, may be utilized to prevent the development of this art 
and the establishment of new air routes; and I am concerned to know just how 
far authority is granted to the Authority which is being set up to restrict and 
restrain the development of the art and how far the bill freezes existing routes 
and corporations that have established airplane routes throughout the United 
States. If it authorizes their activities to the exclusion of others who may desire 
to enter this great field, then I think there should be some amendments that 


® Statement of differences between amendment in nature of substitute for S. 8845 and 
8S. 1760, submitted by Senator Truman, debates on S. 8845, 83 Congressional Record, pt. 6, 
p. 6726, 75th Cong., 3d sess. (1938). 

Mr. COPELAND. The subject under discussion received attention not only in the Com 
mittee on Interstate Commerce but also in the Committee on Commerce. I eall attention 
to 5 places in the pending bill where the question of monopoly is dealt with in one way or 
another with the view to its control and prevention. First, I ask Senators to turn to 
p. 12, lines 16, 17, and 18, where in the declaration of policy, among other things, it is 
declared to be the policy of Congress—now we come to the language on line 16: 

“(3) To preserve and encourage competition in such transportation to the extent neces- 
sary to assure the sound and safe development thereof.” 

When the bill came to the Committee on Commerce that committee added this language 
on p. 13. line 2, in the declaration of policy : 

“(5) To promote competition to the extent necessary to assure the sound development 
of an air transportation system properly adapted to the needs of the foreign and domestic 
commerce of the United States, of the postal service, and of the national defense.” 

Now, Mr. President, I ask Senators to turn to p. 30, where is found another addition 
made by the Committee on Commerce to the bill. In line 20 on that page, in the section 
devoted to the expenditure of Federal funds, there is found this provision : 

“There shall be no exclusive right for the use of any landing area or air navigation 
facility upon which Federal funds have been expended.” 

I turn now to p. 37, line 11, and read, under the heading, “Certain Rights Not Conferred 
By Certificate,” the following language : 

“No certificate shall confer any proprietary, property, or exclusive right in the use of 
any airspace, civil airway. landing airway, or air-navigation facility.” 

Debate on S. 3845, 83 Congressional Record, pt. 6, 75th Cong., 3d sess, (1938), p. 6730. 
Senator Copeland then proceeded to discuss the provision limiting mergers and consolida- 
tions, which then read as follows: 

“Provided, That no consolidation, merger, purchase, lease, operating contract, or acquisi 
tion of control shall be approved if such approval would result in creating a monopoly or 
monopolies and thereby unduly restrain competition or unreasonably jeopardize another 
air carrier not a party to the consolidation, merger, purchase, lease, operating contract, or 
acquisition of control.” 

61 Senator Copeland was reading from the bill before minor amendments were made, dur 
ing the course of which Senator Borah. objected to the words “unduly” and “unreasonably” 
in the merger and consolidation provision cited in note 60, supra. It was his opinion that 
these terms would give the Authority too much leeway to approve monopolistic mergers 
and consolidations just as similar language had been used by the courts to interpret the 
antitrust laws less strictly than, in Senator Borah’s opinion, they should have been 
interpreted. The language objected to was deleted from the merger and consolidation 
provisions of the act. (See Civil Aeronautics Act, sec. 408 (b).) 
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would fully protect the public and protect those who are interested in the de- 
velopment of this great art.” ® 

Senator Truman assured Senator King that no such eventualities could con- 
ceivably come to pass under the act as it was drafted.* 

©. The exemption provision and the encouragement of small business in sched- 
uled air transportation.—Congress not only intended that a policy of encouraging 
newcomers in aviation should prevail. It specifically indicated that the entry 
of small-business interests into scheduled air transportation should be encour- 
aged, and, in fact, enacted special provisions for this purpose. 

The general policy of the Congress with respect to small airlines was eloquently 
expressed by Senator McCarran as follows: 

“None of the small operators has more of my sympathy than the operators of 
the Braniff Lines. The small operators must of necessity be considered. It is 
our object and purpose that an independent agency shall be set up by the bill 
which eventually will not only give to the great operators, such as the United, 
the T. W. A., and the American and other lines, but will give to the small opera- 
tors an opportunity to have life, if I may so express it tersely, and to have the 
right to operate, and to have the right to enjoy their investment and the fruit 
of their courage, because it requires investment and courage to initiate air lines. 
The whole object, so far as I am concerned, in initiating this legislation has 
been to establish an independent agency so that airlines such as the Braniff Lines, 
and other lines of similar nature and character, may have a secure place in the 
picture for their service. That is the reason the bill provides that when a certifi- 
cate of convenience and necessity is given, there follows and flows therefrom 
the right to carry the mail.” “ 

In order to foster the entry and development of airlines whose operations 
would at first be modest in scope, the Board was given virtually unfettered 
power to exempt such airlines from any and all requirements of the act, includ- 
ing the certificate of convenience and necessity requirement: 

“The Authority, from time to time and to the extent necessary, may (except 
as provided in paragraph (2) of this subsection) exempt from the requirements 
of this title or any provision thereof, or any rule, regulation, term, condition, 
or limitation prescribed thereunder, any air carrier or class of air carriers, 
if it finds that the enforcement of this title or such provision, or such rule, regula- 
tion, term, condition, or limitation is or would be an undue burden on such 
air carrier or class of air carriers by reason of the limited extent of, or unsual 
circumstances affecting, the operations of such air carrier or class of air carriers 
and is not in the public interest.” © 

Both the Senate and the House had specifically rejected proposals that these 
exemption powers be limited to nonscheduled operators. As Senator Truman 
explained in a statement submitted during debates on the act: 

“(The exemption provision] empowers the Authority to make exemptions from 
any provision of the act where it would cause undue hardship. It is designed 
especially to enable the Authority to adjust some of the requirements of the law 
where necessary to encourage small operators, such as the small operators in 
Alaska, in cases of hardship. Section 305 (c) of S. 3659 [i. e., a bill which the 
Congress rejected] contains a similar provision, but is applicable only to a 
nonscheduled operation. There might be undue hardship on a scheduled opera- 
tor as well, as is shown by those in Alaska.” © 

The intent of the Congress with respect to the exemption provision was more 
fully revealed during debates on the Crosser amendment to the exemption pro- 
vision.” This amendment, which, after modifications, was eventually made 
part of the act,“ provided that the Board could not exempt scheduled operators 
from the provisions of the act concerning minimum wage and maximum hours 
of pilots. The amendment was contested by Representative Lea, chairman of the 
House Interstate and Foreign Commerce Committee, and also chairman of all 
hearings held with respect to the act, and by other Members of the House. 


® Debate on S. 3845, 83 Congressional Record, pt. 6, p. 6851, 75th Cong., 8d sess. (1938). 

® Remarks of Senator Harry S. Truman, debate on §. 3845, 83 Congressional Record, 
pt. 6. p. 6852, 75th Cong., 3d sess. (1938). 

* Debates on S. 3845, 83 Congressional Record, pt. 6, pp. 6848—6849, 75th Cong., 3d sess. 
(1938). 

* Civil Aeronautics Act, sec. 416 (b) (1). 

* Memorandum submitted by Senator Harry S. Truman, debates on S. 3845, 83 Congres- 
sional Record, pt. 6, 75th Cong., 3d sess. (1938), p. 6726. 

7 Debate on H. R. 9738, 83 Congressional Record 7078, 75th Cong., 3d sess., pt. 6, 
pp. 7078 et seq. (1938). 

* Civil Aeronautics Act of 1938, sec. 416 (b) (2). 
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Representative Lea pointed out that the exemption provision generally was 
designed to encourage the entry of small airlines into aviation, and that this 
objective could only be achieved if the new operators were permitted to get inte 
business on a scheduled basis: 

“Every airline in interstate or foreign commerce that amounts to anything 
has to go on a schedule. They cannot secure business unless they do.” - 

Requiring the new scheduled operator to pay the minimum pilot wage imposed 
under the act would discourage the entry of these operators, and was, in Mr. 
Lea’s opinion, inconsistent with the general purpose of the exemption provision.” 

During the course of the debates, other Members of the House made it clear 
that the purpose of the exemption provisions was to foster the entry of new 
companies into the airline business, to enable them to devolop into large air- 
lines, and otherwise prove their worth in civil aviation. With respect to the 
Crosser amendment, Representative Nichols stated : 

“The gentleman, when he offered his amendment, stated this will apply only 
to those lines that fly schedules. There are only 200 towns in the United States 
today now being serviced by air mail. I would not venture to say how many 
towns there are in the United States that have an air line running out of them, 
connecting with a transcontinental line, that does not carry mail at all, but 
despite that, flies on schedule. We want those feeder lines to grow. We want 
a small line to start someplace so it can become a large line. If the small line 
is compelled to do the same thing the large line does, the small lines can never 
get out of its swaddling clothes and get on its feet and get in shape to grow to be 
a large line. Therefore, I believe the amendment of the gentleman from Ohio 
{Mr. Crosser] should be defeated in all fairness to even the pilots themselves, 
If this industry is not going to grow, you will freeze the pilots where they now 
are as far as their number is concerned, and they will not be able to increase in 
number. If you want to give a monopoly to the already existing transcontinental 
airlines and freeze in their hands the monopoly of transportation of air mail, 
passengers, and express, in my opinion, the best way you can do it is to adopt 
the Crosser amendment and give the already existing airlines a monopoly on the 
air-transportation business. I do not believe this House wants to do that.”™ 

Representative Wadsworth cited his own experience in the airline business in 
urging that the restrictions of the Crosser amendment should not be written into 
the exemption provision. 

“Now, something about feeder lines. I am probably imposing upon the mem- 
bers of the committee if I recite a personal experience. Perhaps, I cannot do it 
in the 3 minutes, but I shall try. Back in 1927 and 1928 I happened to be associ- 
ated as a director in a company that started pioneering in air navigation. It 
was known as the Canadian-Colonial. We operated from New York to Montreal. 
We had the first foreign air-mail contract under the old provisions. We operated 
for 2 years. The stock was sold privately. It was subscribed to in comparatively 
small amounts by men who thought they could take a chance and, perhaps, would 
lose, but if they won they would have done something for aviation * * *, 
Had the Crosser amendment been in effect then, forcing us to pay $600 a month, 
we simply never would have started. 

“We lost money every one of the 24 months as it was. We lost money and 
finally sold out to a larger company, but we had done the pioneering. We had 
laid out the air course. We had given good employment to an excellent lot of 
pilots who learned more and more about the game and who, when absorbed by 
the larger company, are today getting the $600. 

“They never would have been there had companies like ours not gone to work 
and pioneered as feeder lines. Adopt this Crosser amendment and I say to you 
that you will stop pioneering by the small men in this country, who cannot pay 
$600 a month and who are not doing it now.” ® 

Representative Wadsworth, like Representative Lea, was a member of the 
House Committee on Interstate and Foreign Commerce and was a participant in 
all hearings held in connection with the regulation of the airline industry. 

The proponents of the amendment maintained that unless this restriction was 
adopted, the Board would be in a position to exempt larger operators from the 


. 9738, 88 Congressional Record, pt. 6, 75th Cong., 8d sess. (19388), 
. T5th Cong., 3d sess. (1938), 
75th Cong., 3d sess. (1938), 


, T5th Cong., 3d sess. (10938), 
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wage and hour obligations; that hardship to the smaller carriers was not con- 
clusively demonstrated, and that if the Crosser restrictions did in fact hinder the 
growth of new airlines, the exemption provision would be amended accordingly.” 

Except for wage and hour restrictions, no other restrictions were introduced 
or ever imposed upon the exemption powers which the Congress apparently 
wished the Board to exercise freely and boldly in order to usher in the new 
air age. 

At the time the House was debating the Crosser amendment, the House 
exemption provision was so drafted as to apply to small scheduled or non- 
scheduled operators whose operations were of a “limited character.” The 
parallel provision in the Senate bill was much more liberal than the House 
provision,” and in effect gave the Board plenary power to issue exemptions for 
any class of carriers. The House version and the Senate version of the exemption 
provisions were combined in committee conferences, and the result was the present 
version of the exemption provision.” Realizing that the exemption provision 
was not limited to the feeder operations as the House had originally contemplated, 
the Board has since issued exemptions from the certificate requirements of the 
act for postwar cargo carriers whose scheduled operations were transcontinental 
in scope," for the large certificated carriers “ and for so-called nonscheduled air 
lines carrying passengers and cargo for the Defense Department. 


THE GERORGE RESOLUTION 


By 1942 the Congress was already expressing concern as to what steps the 
Board was taking under the plenary powers given it under the act to encourage 
the expansion of air commerce in general, and the entry of new interests in sched- 
uled rail transportation, in particular. This concern was reflected in the adop- 
tion by the Senate, on March 31, 1942, of the George resolution,” in which the 
Board was requested to report to the Senate “at the earliest possible date” on the 
positive steps it Was taking to bring about the development of air transportation 
at the “maximum possible rate,” and what the Board was doing with respect to 
authorization of operation by new carriers which were not in existence when the 
Civil Aeronautics Act was passed. 


Debate on H. R. 9738 (83 Congressional Record, pt. 6, 75th Cong., 3d sess. (1938), 
pp. 7079, 7081-7083). 

‘The exemption section (sec. 402 (o)) of H. R. 9738, the House bill, reads as follows: 

“(o) The Authority, from time to time and to the extent necessary, may exempt from 

the requirements of this title or any provision thereof, or any rule, regulation, term, 
condition, or limitation prescribed thereunder, any air carrier or class of air carriers, if it 
finds that, due to the limited character of the operations of such air carrier or class of 
air carriers, the enforcenient of this title or such provision, or such rule, regulation, term, 
condition, or limitation, is or would be such an undue burden on such air carrier or class 
of air carriers as adversely to affect the public interest by obstructing the development 
of such air carrier or class of air carriers: Provided, That nothing in this subsection shall 
be deemed to authorize the Authority to exempt any air carrier or class of air carriers 
from any requirement of this title or any provision thereof, or any rule, regulation, term, 
condition, or limitation prescribed thereunder, which provides for maximum flying hours 
for pilots or copilots.’ (83 Congressional Record, pt. 6, 75th Cong., 2d sess. (1938), 
» TO6S8). 
: ® Sec. 417 (a) of S. 3845, the Senate version of the act, permitted exemptions if enforce- 
ment of any requirement of the act would create an “undue burden” upon a carrier “by 
reason of the unusual circumstances” affecting the carrier’s operations. (Debate on 
S. 3845, 83 Congressional Record, pt. 6, p. 6756). 

® Civil Aeronautics Act (see. 416 (b) (1)). 

7 Civil Aeronautics Board Economic Regulations, sec. 292.5, adopted May 5, 1947, 
order serial No. 389. This regulation permitted nonscheduled cargo operators to fly 
without restrictions on frequency and regulatory while their applications for certificates 
of convenience and necessity were pending. 

™ The following are some of the carriers to which exemptions from certificate of con- 
venience and necessity and other requirements which have been issued by the Board under 
the exemption provisions of the act. American Airlines (order serial No; E-371, order 
serial No. E—411) : Pan American Airways (order serial No. E—447 : order serial No. E—-546: 
order serial No. E-742: order serial No. E-778); Southwest Airways Co. (order serial 
No. E-520); Northwest Airlines, Ine. (order serial No. E-—743); Resort Airlines, Inc. 
(order serial No. E-—752); Transcontinental & Western Airlines, Inc. (order serial No. 
4926). 

® “Resolved, that the Civil Aeronautics Board be requested, if not inconsistent with 
the public interest, to report to the Senate of the United States at the earliest possible 
date what, if any, steps it bas taken since 1938 to see that a great many more transport 
aircraft were built and in service, whether the air transport industry has been, since that 
date, and is financially able to undertake expansion far beyond its present extent, and what 
steps the Board contemplates taking te see to it that the air-transport industry is able 
to and will develop in the future at the maximum possible rate (including the steps the 
Board contemplates taking with respect to the issuance, under section 401 of the Civil 
Aeronautics Act of 1938, of certificates of air carriers who were not engaged in air trans- 
portation on the date of enactment of such act)” (S. Res. 228, 77th Cong., 2d sess. (1942)). 
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In the report™ which the Board submitted in response to the George reso- 
lution, it acknowledged that the Civil Aeronautics Act “liberalizes the meaning” ™ 
of the standard of public convenience and necessity under which regulatory 
commissions authorize new services. The Board stated that it had a policy of 
applying an extremely liberal interpretation of that standard: 

“* * * Nevertheless, the Board, in the issuance of certificates has placed an 
extremely liberal interpretation upon the standard. There have been instances 
where the Board has issued certificates for routes where the passenger loads 
have been extremely light. It has repeatedly authorized the issuance of certifi- 
cates in circumstances where there was no indication that the average passenger 
load would be greater than approximately one-fifth of the passenger carrying 
eapacity of the plane or that the route would be independent of Government sup- 
port for a long time in the future.” “ 

With respect to new interests, the Board declared that they “have received 
and will continue to receive the same careful consideration as is being given 
applications of existing carriers.” ™ 

In attempting to quiet the congressional concern over its apparent failure up 
to that time to actively encourage the entry of newcomers into aviation, the 
Board stated: 

“In this rapidly expanding industry there should be and will be continuing 
opportunities for the services of new operators where proper showing is made 
in conformity with the standards set forth in the act,’”’™ 

The Board made it clear that “new carriers with fresh enterprise and capital” 
would undoubtedly seek to play a role in the tremendous expansion of air trans- 
portation which was expected to take place in the postwar era, and that such 
of these carriers which satisfied the extremely liberal standards of public con- 
venience and necessity, already referred to, would be authorized to start in the 
airline business. 

“In this development and expansion which is certain to take place, new car- 
riers with fresh enterprise and capital will undoubtedly seek to play a prominent 
part. One of the mandates of the Board is to promote competition to the extent 
necessary to assure the sound development of an air-transportation system. 
Such of these new carriers as meet the statutory requirements of being ‘fit, will- 
ing, and able,’ and who can best serve the public need, will, by authority and en- 
couragement of the Board find their place in the air-transportation system, if 
the services they seek to perform are required by the public convenience and 
necessity.” © 

The Board, in short, reaffirmed its responsibilities under the act to exercise 
daring and imagination in encouraging the development of air commerce and in 
fostering the entry of new carriers into a vastly expanding air transportation 
system, just as the Congress had intended it should in hearings and debates 
with respect to the Act, and in the provisions of the act itself. 

The Board was subsequently to adopt policies which are conspicuously incon- 
sistent with the assurances it had given to the United States Senate.” 


© Letter from Chairman of Civil Aeronautics Board transmitting, in response to S. " 
228, a Report on Transport Aircraft Production (S. Doc. 206, 77th Cong., 2d sess., pts. 1 
and 2 (1942)). 

%! Letter from Chairman of Civil Aeronautics Board transmitting, in response to 8. ‘ 
228, a Report on Transport Aircraft Production (8S. Doc. 206, 77th Cong., 2d sess., pt. 1. 
* Letter from Chairman of Civil Aeronautics Board transmitting, in response to 8S. Res 
228, a Report on Transport Aircraft Production (S. Doc. 206, 77th Cong., 2d sess., pt. 1 
(1942). p. 2). 

8 Letter from Chairman of Civil Aeronautics Board transmitting, in response to S. Res. 
228, a Report on Transport Aircraft Production (S. Doc. 206, 77th Cong., 2d sess., pt. 1 
(1942), p. 13). 

* Letter from Chairman of Civil Aeronantics Board transmitting, in response to S. Res. 
228, a Report on Transport Aircraft Production (S. Doc. 206, T7th Cong., 2d sess.. 
pt. 1 (1942), p. 14). 

*® Letter from Chairman of Civil Aeronautics Board transmitting, in response to S. Res. 
228, a Report on Transport Aireraft Production (S. Doc. 206, T7th Cong., 2d sess., pt. 1 
(1942), p. 15). 

% One example is the Transcontinental Coach ease (docket 3397 et al., order serial 
No. 5840, Nov. 7, 1951) in which the “‘nonsked” applicants proved public need to the extent 
of some 400,000 actual passengers previously carried by “nonskeds” and a likely imme- 
diate future approximately double that amount of traffic. In order to deny these appli 
cants, the Board created an entirely new doctrine. The traffic was so great that th 
applicants could not be denied on any doctrine previously used by the Board. The Board 
concluded that the existing carriers could handle the traffic if they would sufficiently 
expand their services and stated : 

“We shall expect, and require, certificated carriers to expand and develop aircoach 
service, subject to appropriate Board regulations and, where necessary to accomplish that 
end, we will exercise our statutory power to compel reductions [in fares].”’ 
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THE JOHNSON HEARINGS 


It is not the purpose of this memorandum to detail testimony with respect to 
the nonscheduled airlines which was presented in the Johnson hearings held 
before the Senate Interstate and Foreign Commerce Committee in 1949. The 
Senate committee was impressed with the contributions which the nonsched- 
uled airlines were making to air transportation and distressed with the Board's 
announced policy for eliminating them. In a letter to the then Board Chairman 
Joseph J. O'Connell, Senator Edwin C. Johnson stated: 

“Representative Robert Crosser, chairman of the House Interstate and For- 
eign Commerce Committee, joins me in urging that you find a way of preserving 
the essential large irregular air carriers until their value as a part of the air 
reserve and as a yardstick of efficiency can be considered in an orderly manner, 
by not allowing them to be put out of business until your Board’s decision in 
the air-coach-certificate case.” ™ 

The response of the Chairman of the Civil Areonautics Board took the form of a 
belated and curt refusal to consider the suggestions advanced by both the Sen- 
ate and the House of Representatives.” The Board reaffirmed its policies for 
eliminating the nonscheduled industry and stated that “* * * the fulfillment of 
our statutory responsibilities requires that we adhere to it.” The United States 
Senate was later to conclude that the policy of eliminating the industry which 
the Board had so categorically reaffirmed was inconsistent with the Board’s 
“* * * statutory responsibilities * * *.” 


THE SENATE SMALL BUSINESS COMMITTEE HEARINGS 


After several years’ experience in trying to achieve such an objective, the 
Board, in 1951, was finally able to devise a regulation ” which it believed would 
bring about, and which undoubtedly would have brought about, the prompt 
elimination of the entire nonscheduled airline industry. The Senate Small 
Business Committee intervened at this point and held hearings on the policy 
of the Board toward the nonscheduled airlines. After hearings, the Senate Small 
Business Committee, in July of 1951, issued a Report on the Role of Irregular 
Airlines ® in which it assessed the Board’s policy. 

In its report, the committee concluded: 

“Beginning in 1948 the Board apparently commenced a program of strict en- 
forcement of the exemption regulation, resorting to suspension orders without 
hearings, court injunctions, and proceedings to revoke letters of registration. 
It appears from testimony that the certificated carriers took an active interest 
in these efforts to eliminate the nonscheduled air carriers, and at least one of 
them instituted injunction proceedings on its own behalf, aided by the Board, 
against certain ‘nonskeds.’ 

“To the extent that the ‘nonskeds’ still exist today, they have managed to 
survive since 1948 in spite of constant harassment: The CAB’s ever-narrowing 
interpretation of its regulations ; new regulations designed to limit the ‘nonskeds’ 
almost entirely to noncommon carrier operations ; vigorous enforcement activities 
and regulatory actions which will, if unchecked, inevitably eliminate them within 
a year or two; and a campaign possibly inspired by major airlines to discredit 
them in the public mind.” ” 


8’ Letter, dated April 22, 1949, to Hon. Joseph J. O'Connell, Jr., Chairman, Civil Aero- 
nautices Board, from Senator Edwin C. Johnsen, Senate Interstate and Foreign Commerce 
Committee, hearings on S. Res. 50 before the Senate Committee on Interstate and Foreign 
Commerce, pt. 1, 8ist Cong., Ist sess. (1949), p. 512. It is this case, properly known as 
the Transcontinental Coach Type Service case, that is referred to in footnote 86 in which 
the Board was compelled to adopt an entirely new doctrine in order to deny all “nonsked”’ 
applicants any operating authority whatever. 

% Letter, dated June 1, 1949, to Hon. Edwin C. Johnson, chairman, Senate Committee 
on Interstate and Foreign Commerce, hearings on 8. Res. 50 before the Senate Committee 
on Interstate and Foreign Commerce, pt. 1, Sist Cong., Ist sess. (1949), p. 512. 

8 Letter, dated June 1, 1949, to Hon. Edwin C. Johnson, chairman, Senate Committee 
on Interstate and Foreign Commerce, hearings on 8S. Res. 50 before the Senate Committee 
on Interstate and Foreign Commerce, pt. 1, 81st Cong., Ist sess. (1949), p. 512. 

™ Civil Aeronautics Board, Economic Regulations, pt. 291, amendment No. 1, serial 
order ER-159 (adopted March 2, 1951). 

™ Report on the Role of Irregular Airlines in United States Air Transportation Indus- 
try. Rept. No. 540, Select Committee on Small Business, U. S. Senate, 82d Cong., 1st sess. 
(1951). 

® Renort on the Role of Irregular Airlines in United States Air Transportation Industry, 
Rept. No. 540, Select Committee on Small Business, U. S. Senate, 82d Cong., Ist sess. 
(1951), p. 5. 
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The Committee also concluded that the Board’s policy was in direct contradic- 
tion to the policies of the Civil Aeronautics Act: 

“At no time does the record show that the Board appreciated the benefits 
inherent in the new development. Nor is there any evidence of an effort on 
the part of the Board to solve this problem and adopt a policy which would 
result in the utilization of these new benefits. Instead, probably because of 
a natural tendency to aline its views with those of the certificated industry, 
the Board in 1948 launched its present policy of opposition to the nonscheduled 
industry—a policy which, carried to completion, would eliminate this new seg- 
ment of air transportation. This policy was neither enunciated nor adopted 
until the services performed by the nonscheduled industry had gained wide 
public acceptance and had established the pattern for a low-cost coach-type of 
air travel. 

“Furthermore, the policy appears to be in direct contradiction to the basic state- 
ment of Board responsibility as set forth in the Civil Aeronautics Act of 1988 
which contemplates the Board as an agency which actively fosters the develop- 
ment and expansion of air transportation.” ™ 

Finally, the committee made the following recommendations for immediate 
action and consideration by the Board: 

“1. IMMEDIATE STEPS 

“For the immediate future the Board should: 

“A, Rescind its present regulation limiting ‘nonskeds’ to three round-trip 
flights and eight round-trip flights. 

“B. Issue a temporary regulation permitting the ‘nonskeds’ to fly sufficient 
flights to allow profitable operations. As pointed out earlier in this report, wit- 
nesses before the committee testified that 14 or 15 flights a month between desig- 
nated points would be a bare minimum to justify continued operations by most 
of the lines. Rather than recommend any specific limitation of the number of 
flights, the committee prefers to urge the Board to take a realistic and positive 
approach to air transportation and permit the ‘nonskeds’ to operate in a manner 
that will not jeopardize their economic strength. 

“©, Issue a regulation which would establish a procedure for existing and new 
irregular carriers to file for permanent authority to operate an unsubsidized 
second-class or coach-type route service without regard to regularity, but limited 
as to the total allowable flights. The committee envisions that these carriers 
would operate on a far larger scale than the negligible operations of the handful 
of ‘nonskeds’ to which the Board has thus far granted individual exemptions. 
It seems obvious to the committee that some consolidation should take place 
among the present 55 irregular carriers and the Board should encourage joint 
applications by 2 or more existing carriers. 

“In selecting carriers, the Board should not consider the matter of past viola- 
tions of section 292.1 which resulted from greater regularity or frequency than 
may have been considered allowable at that time. Your committee believes that 
the record of the Board in this matter has been confused and devious. Your 
committee does not want to imply any approval of violations of regulations. But 
it finds itself in strong disagreement with the Board’s admitted policy of banish- 
ing all large irregulars on the grounds that they are ‘willful violators’ of a 
regulation that seems clearly unreasonable. 

“2, ALASKA 

“The Board should act promptly to relieve the hardships it is imposing on 
Alaska through its restriction of flights from the United States. The Board 
should recognize the special need for cargo transportation to Alaska and the lack 
of alternative forms of low-cost passenger service.” “ 

The primary issue before this committee is the extent to which the Board has 
given effect to the recommendations of this committee. 


The Cuatrman. The next person we will hear from is going to be 
James Fischgrund, executive vice president, North American Air 
Coach System, Inc. 

Mr. Fischgrund. 


% Report on the Role of Irregular Airlines in United States Air Transportation Industry, 
Rept. No. 540, Select Committee on Small Business, U. 8S. Senate, 82d Cong., ist sess. 
(1951), p. 14. 

* Report on the Role of Irregular Airlines in United States Air Transportation Industry 
Rept. No. 540, Select Committee on Small Business, U. 8. Senate, 82d Cong., Ist sess. 
(1951), p. 19. 
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STATEMENT OF JAMES FISCHGRUND, EXECUTIVE VICE PRESIDENT, 
NORTH AMERICAN AIR COACH SYSTEM, INC., BURBANK, CALIF. 


The Cuarrman. You may proceed, Mr. Fischgrund, in any man- 
ner that you wish. You are James Fischgrund ?/ 

Mr. Fiscuarunp. Yes, sir. 

The Crarman. The reporter has your complete statement before 
him so if you want to read it you may or if you want your statement 
filed and just touch the highlights of it, that is at your pleasure. 

Mr. Fiscuaerunp. Thi ink you, Mr. ( ‘hairman, I will just touch the 
highlights of it. 

The Cuarrman. Would you like your statement made a part of the 
record ? 

Mr. Fiscucrunp. 1 would prefer just to proceed. 

The Cuarrman. Then you do not want your statement incorporated 
in the record? I think maybe you would want this statement incor- 
porated in the record and then you proceed to highlight it on perti- 
nent points. 

Mr. Fiscuerunp. Thank you. If you would do that I would ap- 
preciate it. 

The Cuamman. Yes, sir; it will be so done. 

(The prepared statement referred to appears in the appendix, 
p. 534.) 

Mr. Fiscucrunp. My name is James Fischgrund. I am executive 
vice president of the North American Air Coach System, Inc, 

I appreciate very much, Mr, Chairman, the opportunity of ap. 
pearing before this committee in behalf of the North American Air 
Coach System, Inc., and the North American Airlines group, as we 
have been referred to by the Civil Aeronautics Board. 

I should like first very briefly to outline the history and the record 
of the North American Air Coach System during the past 714 years in 
the development of air-coach operation; and, secondly, the attitude 
and the thinking of the certificated carriers during this period of time; 
and thirdly, the thinking and the position of the Civil Aeronautics 
Board during the past 74 years. 

North American Air Coach System is owned by four individuals, 
all of whom entered into the nonscheduled air transportation field 
shortly after the end of World War II. 

Mr. Stanley Weiss and myself formed Standard Airlines shortly 
after the end of the war, after we both got out of the service. 

The Cuainman. Where were you then flying, Mr. Fischgrund, be- 
tween what points? 

Mr. FiscuGrunp. Well, Standard Airlines, when it was formed, 
commenced flying coast-to-coast, between Los Angeles, Albuquerque, 
Kansas City, Chicago, Cleveland, and New York. 

The Cuamman, And you picked up passengers and freight? 

Mr. Fiscuerunp. We picked up passengers at all of these points. 
We did not carry freight. 

The Cuarrman. You did not? 

Mr. Fiscuerunp. No, sir. 

The Cramman. Just passengers? 

Mr. Fiscnerunp. At the very early stages we did carry some freight 
but almost all our operations were confined to passengers. 

At the end of the war, Mr. Weiss and myself put all of our entire life 
savings into the purchase of two DC-3 aircraft which we were able to 
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do with the assistance of an RFC loan at the end of 1945, and we 
commenced operating in 1946, in January from coast to coast. 

Now, from this operation we conceived the idea that there were mil- 
lions of people who wanted to travel by air but who simply could not 
afford the charges, so, in 1947 we originated the transcontinental air- 
coach rate of $99 and also the $75 Chicago-California rate. We were, 
I believe, the first to initiate the concept of high-density seating, and 
that made these rates possible and so we started this coach service, 
low-fare service transcontinentally, inside the United States. 

We found that this air-coach service filled a real public need. We 
were successful, and by the end of 1948 we were probably the largest 
nonscheduled airline in air-coach operation, 

We had six DC—3’s and one C46 aircraft, which were all free and 
clear, and during this interim period of 1945 to 1949 we flew over 

2,000 transcontinental flights and on those flights we carr ied between 
40,000 and 50,000 passengers, flying them over between 75 million and 
100 million passenger-miles. 

Our operations had been, from the inception, highly profitable. 
We have very good credit. We have performed very excellent service 
and we have grown to become, probably, the largest nonscheduled air- 
coach operation in the United States. 

We have provided, I believe, a real public need, or fulfilled a real 
public need. 

Now then, in 1949 the Civil Aeronautics Board, by revoking our 
operating authority, saw fit to put us out of business because, and solely 
because, we were flying too much, because we had provided too much 
service, and at that time the Board took the unprecedented action of 
issuing a press release at the time of the revocation stating that we 
were flying too much, that was why they had done it, and also stating 
that our case was being referred to the Department of Justice for 
criminal prosecution. 

Mr. Chairman, the other coowners of North American Air Coach 
System, Mr. Lewin and Mr. Hart, comnmenced shortly after the end 
of the war Viking Airlines, an operation similar to Standard. 

The operating ‘history of Viking Airlines is very similar to the 
operating history of Standard. They flew coast to coast and they also 
provided air-coach service and they grew from their start to some seven 
DC-—3’s, and I would say that from 1945 to 1949 these two airlines, 
Viking Airlines and Standard, provided most of the transcontinental 
air-coach service that we had existing in the United States. 

Then Viking Airlines met a similar fate to Standard, at the hands 
of the Civil Aeronautics Board. 

The CuHarrmaN. How many planes did they have? 

Mr. Fiscucrunp. Viking then had seven DC-3’s. 

The Cuamman. And they were operating between what points? 

Mr. Fiscuerunp. Flying between San Francisco and Los Angeles 
and Kansas City—San Francisco and Los Angeles, Albuquerque, 
Kansas City, Chicago, Detroit, Pittsburgh, and New York. 

The Cuarrman, What di ays of the week were they flying? 

Mr. Fiscuerunp. Well, they were flying just about every day. 
Standard was flying just about every day. 

The CuarrMan. They were both flying every day ? 

Mr. Fiscuarunp. That is right. We had found out then that the 
only way that an air service could be maintained or could be provided 
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so that a coach operation could be established was to provide service— 
that is, the only way any airline can operate economically and success- 
fully is to maintain a sufficient amount of service. 

The Cuatrman. Did you make application as a regular certificated 
operator between those given points ‘ 

Mr. Fiscuerunp. Yes. Standard Airlines made that application, 
I believe, in the very early part of 1948. 

The CHarrMan. What was the action ? 

Mr. FiscuerunpD. The action of the Civil Aeronautics Board I will 
go into somewhat later, if I may. However, the application was 
denied. 

The Cuarmman. What did they give as a reason? 

Mr. Fiscuerunp. The reason they gave was the fact that if there 
was a need for air-coach service, that the certificated airlines could 
provide it. 

Later on I go into the fact that the Civil Aeronautics Board said 
then, when they decided the Transcontinental Coach case, that if there 
was a need for air-coach service they would compel the certificated 
carriers to provide that, although we had been providing it at the 
time of that decision and for some 5 years prior to that time and 
although we had proven that it was economically feasible, even though 
the certificated air carriers had stated during that interim period that 
the air-coach service was not practicable and that they were not inter- 
ested in it and had no intention of going into it. 

We were at that time operating on authority of the Civil Aero- 
nautics Board under the regulation which provided for not more than 
a reasonable degree of regularity. 

Now, nobody knew the exact meaning of that “reasonable degree of 
regularity.” We found that you could only operate successfully by 
maintaining a sufficient operation and we from the very start at- 
tempted to do so and to demonstrate by an initially successful and 
profitable record that there was a need for this service. 

We did in 1948 apply for a certificate to confirm the necessity for 
coach service; but we first felt that if we could go ahead and prove 
by risking our own capital that we could provide a service and pro- 
vide a profit— and we did that. 

At the time that Standard and Viking were providing the service, 
there was no competing service by any certificated air carrier, there 
was no transcontinental service in the United States by them, and most 
of that service was then being carried on by Standard and Viking. 

Now then, in 1949, these four individuals, Mr. Weiss and myself 
and Mr. Lewin and Mr. Hart, combined our efforts and formed the 
North American Air Coach System and thereby we continued to 
provide low-cost air-coach service. 

At the present time we own 5 DC-4 4-engine aircraft and during 
our operation, combined, we have flown over 500,000 passengers over 
1 billion passenger-miles and we have 23 sales offices and over 200 
employees. 

As to the nature of our present operation I should like to quote 
very briefly from an article in Aviation Week of August 18, 1952. 
| Reading :] 

North American believes its sales account for nearly one-third of all domestic, 
nonsked common-carriage air-coach business, It has 21 sales offices. 
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As I said, we now have 23 sales offices in major cities. 

You can judge the size of the system from the consolidated financial 
statement 
and this is referring to 1951 figures; I will give the 1952 figures in a 
moment— 
submitted with the merger application. Net operating profit last year topped 


$1 million, with revenues of nearly $7 million. For the fiscal year ended this 
June— 


that is June of 1952-- 


revenues approached $10 million. And calendar year 1952 may show further 
gains; revenues are running over $1 million a month now. 

Total assets December 31, 1951, were $2,587,505 including four DC—4’s bought 
at $1,628,400 with current book value of $1,381,238. Current assets of $863,967 


compared with current liabilities of $545,568. Net worth consisted of stock at 
$21,740 and surplus and partnership equity of $1,106,931. 

Now, those figures are a little misleading because they are depre- 
ciated figures, not actual value. The current assets and net worth 
consisting of stock and equity is $1,128,000. In 1952 our gross reve- 
nues were $8,772,000 and the net profit was $1,320,000. 

The CuarmmMan. Well, it is your intention to operate this air coach? 

Mr. Fiscuerunp. That is all we have ever done. 

The CuHatrman. And you do not carry the mail? 

Mr. Fiscuerunp. No, sir. 

The Cuamman, And you are operating between what cities ? 

Mr. Fiscucrunp. We are operating between San Francisco, Los 
Angeles, Kansas City, Chicago, Detroit, New York. 

The CuatrmMan. On a regular coach service ? 

Mr. Fiscuerunp. A coach service, yes, sir. 

The Carman. And that is daily? 

Mr. Fiscuerunp. Well, there is a flight among these ships every 
day, yes, sir. 

The CHarrMan. You mean, one or the other of the ships flies every 
single day ? 

Mr. Fiscuerunp. Yes. 

The Cuarrman. Do you have a specific hour of departure? 

Mr. Fiscucrunp. Yes, sir; we have the same hour of departure. 

The CHarmman. On a daily schedule? 

Mr. Fiscuerunp. That is right. 

The Cuarrman. So if I would go to your New York office today and 
say, “I want to make a flight to Los Angeles, Calif., Sunday morn- 
ing,” you could tell me specifically the hour of departure and specifi- 
cally the hour of my arrival in Los Angeles? 

Mr. Fiscuerunp. That is correct. 

The Cuarrman. And that is from day to day? 

Mr. Fiscuerunp. That is correct. 

The Cuarmman. Now then, supposing someone came in and of- 
fered the same service and offered to fly me out there for $10 less 
than you, would that be a fair proposition ? 

Mr. Fiscuerunp. I would have no objection to that. 

The Cuatrman. You would have no objection to that ? 

Mr. Fiscucrunp. Certainly not. 

The Cuarrman. Is there somebody doing that? 

Mr. Fiscuerunp. Yes, sir. 
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The Cuarrman. You mean they are doing just exactly that? 

Mr. Fiscuerunp. Yes, sir; there is a service like that which is less 
by more than $10. 

The CuHarrman. And who are they? 

Mr. Fiscuerunp. Well, it is under North Star, I believe. 

The Cuainman. North Star; and are they operating under the same 
kind of certificate you have? 

Mr. Fiscucrunp. They are operating as a nonscheduled carrier. 

The Cuamman. They operate as a non-scheduled carrier but they 
do not depart on the hour? 

Mr. Fiscuerunp. Yes, sir. 

The Cuamman. Do they have an announced schedule, so that I 
would know, for example, that, if I were to make application for a 
ticket, I could know for certain that they would depart at a certain 
hour from New York and that they would, if weather conditions 
would permit, arrive at Los Angeles at a certain hour. 

Mr. Fiscuerunp, Mr. Chairman, the only way an airline can op- 
erate is if the people know that they are going to leave at a certain 
time. You just otherwise cannot sell tickets for an air service. If it 
is to be an air service at all in anything like the proportions that North 
American has, you ely have to tell people so that they know that 
they are going to leave at a certain time, you will not have it if you 
just tell them that you are going to leave at some time. 

The Cuamman. Well, that is what led me to my question, because 
I would assume that you would depart at a certain hour with not a 7 
aboard, you would take off because you were duty bound to take off, 
that right ? 

Mr. Fiscucrunp. We would take off. 

The Coamman. You would take off ? 

Mr. Fiscnerunp. And do take off. 

The Cuarrman. Yes. Well, that is what I was leading up to. Now, 
then, what if you found you had to fly your entire course without a 
passenger ¢ 

Mr. Fiscuerunp. It would be flown. 

The CHarrman. And have you ever experienced that? 

Mr. Fiscuerunp. Yes, sir; we have flown many times with 

The CuarrmMan. Have you ever canceled out the planes due to 
the fact that you had no passengers? 

Mr. Fiscuerunp. Not due to that fact. I do not believe that North 
American Air Coach System, nor the North American group—I do 
not believe the predecessor companies in the North American have 
ever—and I say this in all honesty—canceled a flight because of the 
lack of passengers. We have flown many times our DC-4’s with 20, 
25, or 30 people. If the flight is set up, we fly it. We could not other- 
wise have built up the reputation that exists with the people. 

The Cuarrman. Well, you say “if the flight is set up.” Do you set 
it up if there are no passengers ? 

Mr. Fiscuerunp. Well, if a flight on a certain day is set to go and if 
there are tickets sold for that flight, if there be 5 or 10 or 20, although 
the airplane carries 80 people, the airplane will fly. 

The Carman. And then you say there are others that are sched- 
uled in the same manner that you are scheduled that will fly cheaper 
than you are flying. 
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Mr. Fiscucrunp, Yes, sir. That has been recently innovated by 
North Star in the operation of C-46 aircraft. 

The CHarrman. And they are competition to you as of now? 

Mr. Fiscucrunp. That is right. 

The Cuairman. Did they start after you started ? 

Mr. Fiscuerunp. Well, they started in their business generally 
when we started and they were at the same rates that we had. More 
recently—within the past month—they started a lower fare, and I 
think they may take some of our passengers; yes, very definitely. 

The CuHarrmMan. And they are flying approximately the same route 
you are flying? 

Mr. Fiscuerunp. That is correct. 

The CHarman. And who services that as a regularly scheduled 
operation, the same area ? 

Mr. Fiscuerunp. American and TWA. 

The Cuamman. They are the regularly scheduled operators? 

Mr. Fiscuerunp. That is right. 

The Cuamman. And they were in operation when you commenced 
to fly your nonscheduled line? 

Mr. Fiscucrunp. They were in operation but they did not provide 
a coach service, 

I would like to continue to show the chronology of that. 

The CHarrMan. You may proceed. 

Mr. Fiscuerunp. With respect to the daily flights I will later in- 
troduce an article that explains the-varied inter-corporate setup under 
the Civil Aeronautics regulations with respect to the various flights 
held and the various carriers involved. 

To review for a moment, during the period of 1945 through 1953 
we developed an air-coach service that did not exist before and we have 
developed it into a pretty sizable proposition. 

We have done so against almost insurmountable obstacles, being 
labeled as a nonentity so that a fear was created in the public minds 
as to who we were and as to the nature of the service and as to whether 
airlines and bought a couple of airplanes and _ started flying 
over half a million people. 

We, all during this time, have had the objective of proving the 
need for air-coach service. 

Now, let us go to what the scheduled airlines were doing at this 
time. They were providing an air-coach service actually for ap- 
proximately 5 percent of the traveling public. During that time, 
the certificated airlines, in 1947, 1948, 1949, were in somewhat of 
financial distress. Their thinking with respect to air coach may be 
demonstrated by some of the statements that were made before the 
Senate Interstate and Foreign Commerce Committee and those were 
made in the hearings on airlines at that time. 

They had at that time just secured an increase in fares of six cents 
a passenger-mile and then they came before the Interstate and Foreign 
Commerce Committee asking for some mail- pay support, and they 
had testimony from Mr. Ramspeck, the executive vice president of 
ihe Air Transportation Association of America, speaking for all of 
the airlines. This was 3144 years after we started, and they said be- 
fore that committee in discussing the plight of the airlines: 

As a result, airline participation in the first-class passenger market increased 
from about 33 percent in 1947 to 34% percent in 1948. 
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What he is talking about is the percentage of increase of the first- 
class travel market. I would just like to have you know what he is 
talking about. 

In 1948, 5.25 percent of the total amount of intercity traffic carried 
was carried by pullman and air combined. In 1950, 6.3 percent of the 
total amount of intercity traffic carried by all means was carried by 
pullman and air combined. 

During this time the American Airlines carried or reported be- 
tween 33 and 37 percent of the total amount of the pullman and air 
traffic combined, so that the airlines were at the time carrying ap- 
proximately 2 percent of the total amount of the intercity traffic that 
was carried during this time. That is the 33 and 3414 percent Mr. 
Ramspeck is talking about. That is 2 percent of the total, which 
leveled off in 1948. Mr. Ramspeck continues by saying: 

It appears, therefore, that although the first-class travel market as a whole 


has been falling off, the airlines have not only held their own, but have suc- 
ceeded in increasing their share of a declining market. 


He is talking there of the first-class travel market. That is all it 
is addressed to, and this is a market of 2 percent of the people. That 
is the first-class market, and his answer was the airlines needed more 
subsidy, paid for by all of the people, to support the transportation 
of 2 percent of the people. 

And the Government has spent over $550 million in mail subsi- 
dies at the end of the war, to support the transportation of 2 percent 
of the people. 

This, bear in mind, is the economic thinking of the representatives 
of the certificated carriers, and this was 314 years after we developed 
a new air-coach service and had done so profitably. 

Then, he was asked by Senator Johnson, the chairman of the com- 
mittee : “You feel you have reached the point of diminishing returns?” 

And Mr. Ramspeck stated: “Yes, sir; I think so.” 

That was his thinking, the thinking of the certificated carriers at 
the time, and this, I say again, is 314 years after we started our suc- 
cessful and profitable operation. 

In that same hearing, Mr. Carlton Putnam, of Chicago & Southern, 
asked for or recommended increased mail pay in the amount of some 
$90 million as the solution to their problem. Mr. Smith, of Ameri- 
can Airlines, favored less competition by merger so that there would 
be less duplication of routes, and he also stated it as his opinion that 
coach service was not feasible and he stated—and again I emphasize 
that this is over 314 years after we had started this service: 

If the Government and the Civil Aeronautics Board would like to have us go 
into the coach business, they can require it under our certificate. 

I think you would have to run the hazard, though, that the operation would be 
unprofitable, and it would have the tendency of creating more dependence upon 
airmail compensation than presently exists. 

Well, now, that is the attitude of one of the leading airlines in the 
country, by the president, Mr. Smith. 

Then, Mr. Patterson, of the United Airlines, said in the same hear- 
ing, he testified that the airlines’ financial difficulties were due to the 
fact that there were too many airlines and that passenger rates were 
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not raised enough or soon enough. And then he stated before that 
committee : 

But the only immediate source of relief in dealing with our uneconomic price- 
cost ratio appears to be in the form of higher mail rates. 

Then in response to certain questions with respect to air coach, Mr. 
Patterson said: 

In other words, our Market Research Department told me that if we are going 
to 4 cents, we would have to increase our business 150 percent to gain dollars. 
They can only show me that we can gain 70 percent. 

Then he goes on: 

Now, when you are operating as we are, at a loss, I do not think it is good 
business judgment to go out and add to those losses until the rules of the game 
are established. United Airlines does not have any money today for any experi- 
mental work. 

That, again, Mr. Chairman, has been the attitude of the United Air- 
lines with respect to coach service, air-coach service, long after we 
had started and successfully proven air-coach service to be profitable. 
In other words, Mr. Patterson was in no position and not of a mind 
to pioneer a new service. 

Mr. Damon, of TWA, in those same hearings testified that he thought 
or concluded that coach service did not represent a sound overall solu- 
tion for the carriers who were then in poor financial situation—who 
were poor, I say, because of the fact that they were serving 2 percent 
of the intercity traffic in the United States. 

In general, as to the certificated air carriers and the Civil Aero- 
nautics Board, they saw as the solution to their financial problems an 
increased mail pay, higher passenger fares, and elimination of some of 
the already existing competition—in other words, solely in subsidies. 

In other words, their philosophy was that the air travel market 
that was being served by the certificated carriers could not be expanded 
and that, as Mr. Ramspeck said, it had reached the point of diminish- 
ing returns. Their theory is that it was static, that there is a certain 
number of airline passengers and that that number of airline passen- 
gers should be split up among them, and it is on that theory that they 
have formed their attitude. This is a philosophy that will never 
permit any substantial expansion of air transportation except through 
further subsidies. That is to say, air transportation would never be 
self-supporting save on a most limited basis and it would be entirely 
and wholly inadequate to the needs of commerce or the needs of 
national defense objectives as clearly set forth in the Civil Aeronautics 
Act. That would be the result if that attitude and that philosophy on 
air-coach traffic were to continue. 

Now, it was in fact only 17 months ago, 6 full years after we had 
started air-coach service, that the Board made’ an announcement 
definitely favoring air- -coach policy. It stated in a press release on 
December 6, 1951, that its new “coach and low-fare policy represents 
a shar p dep: wrture from existing operations.’ 

That the Civil Aeronautics Board, in administering the Civil Aero- 
nautics Act, and the leaders in the certificated industry, protected by 
that act, were wrong in their economic appraisal of the industry's 
situation in 1947 to 1949, inclusive, is now abundantly clear. 

I would like to point out, Mr. Chairman, that T testified in those 
hearings before Senator Johnson’s committee and I stated at the time 











310 FUTURE OF IRREGULAR AIRLINES 


that we were developing a new frontier in air transportation; that 
this was the means of solving the plight of the airlines at the time. 
We recommended that the airlines go into the air-coach operation at 
that very time, and we predicted that they could have nothing but 
bankruptcy and increased future subsidies without it. I believe my 
statements at that time were correct. It was purely the thinking of 
one who had developed air-coach transportation and proved at that 
time that it could be profitable. 

Then I stated—I am just going to read a couple of sentences from 
my testimony before that committee then— 

We feel, and surveys support our view, that we have begun the development 
of a new market in air transportation, a new source of traffic which would not 
have been tapped at all but for our low-cost air-coach service. This new market 
has since contributed very substantially to the revenues of the very certificated 
air carriers who oppose our continued existence. 

It is interesting to note, Mr. Chairman, that all through this period 
of time neither the Civil Aeronautics Board nor the certificated car- 
riers made any survey. It was Standard in 1948 that made a survey 
and that showed from a survey of thousands of passengers, computed 
by 1BM, that 80 percent of our passengers said that they would have 
gone by rail coach, auto, or bus had it not been for air -coach service ; 
and 50 percent said that they were first-time flyers. 

In that same testimony I said: 

The market that aviation must have is the volume market that will put air 
transportation where it belongs as a service, as a travel service instead of a 
luxury service. 

And I said that that was the market that we hoped to test—and 
our economic thinking at that time proved to be correct and we find 
on the other hand that the thinking of the certificated industry was 
dictated by the fact that they were protected—if they did not make a 
profit, they got a subsidy. 

Now, that is a brief on the thinking of the certificated carriers 
during the time that we were de veloping | the air-coach service. 

Now, I would just like to take another few moments to develop 
this question of competition. 

We developed air coach from the beginning. The certificated air 
carriers say that we are competing with ‘them. 

Mr. Chairman, I think that raises the question of who is com- 
peting with whom. We originated air-coach travel and did for 
years before they got into it. They opposed it in every conceivable 
way. They took the position that it could not be done. Mr. Pat- 
terson, of United, stated that the only reason he did not get into 
air-coach traffic before we did so was to avoid political criticism, 
and now, years after we proved that it could be done, they come 
along and say that we are competing with them. 

The air-coach market, I do not believe is rightfully theirs, exclu- 
sively theirs. 

‘The Cuamman. How does air coach differ from any other passenger 
fare? 

Mr. Fiscuerunp. Well, if I understand your question correctly, 
you mean how do we differentiate the service of air coach ? 

The Cuamman. That is right. In other words, here is one pas- 
senger fare which you call coach service, and another passenger fare 
which you call regular passenger service. Wherein do they differ? 
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Mr. Fiscucrunp. Well, I think, Mr. Chairman, in many ways; the 
same as with the railroads where you have the differential between a 
pullman seat and a coach seat. 

Our aircraft have 80 seats and we have 5-across seating and the 
seats are slightly narrower and the rows are slightly closer together 
than the regular service. 

Again, coach service generally does not provide the expensive food 
that is provided on the regular service. We do provide food but 
we do not provide the beautiful service and the Waldorf-Astoria food 
that the certificated airlines provide on first-class service. 

On the regular service there are lounges in the back of the aircraft; 
there are more beautiful interiors and trimming. It is a matter 
of accommodations and service, the same or very much the same as 
a coach compares with pullman, as a coach seat is distinct from a pull- 
man seat. 

The Crarrman. There is not that much difference between a coach 
flight and the regular passenger flight; there is not any comparison 
between a pullman train accommodation with that of a standard 
accommodation. 

Mr. Fiscucrunpn. No, the difference is that—I did not mean to imply 
a berth and a seat, but there is a difference in the space that is used 
for the passengers. 

The regular-service aircraft have approximately 50 seats in them. 
I am speaking of four-engine aircraft and there is as a result more 
spacious accommodations. The coach aircraft have between 70 and 80 
seats in them; they are a more confined accommodation. And there is 
a difference in the food and the attendant service. 

The CHatrrMan. And there is a weight limitation ? 

Mr. Fiscnerunp. That is true; with the coach service there is no 
problem of overgross in the aircraft; it is just not done. 

The Cuarrman. Why ? 

Mr. Fiscuorunp. Well, the aircraft can carry the amount of passen- 
gers we put in it and the amount of gasoline we put in it. As a mat- 
ter of fact, as I point out later, our DC aircraft which we have 
on order will have a new interior configuration, which is the first 
time that any special coach configuration has ever been designed and 
built from the beginning for that service. We propose to have 102 
passengers in that aircraft and it can fly nonstop—— 

The CuHarrman. But I am referring to what you have been 
operating. 

Mr. Frscuerunp. Well, what we have been operating—we do not 
exceed any gross weight. The aircraft can carry generally consider- 
ably more in weight than we put on. Asa matter of fact, our aircraft 
are approved for 71,900 pounds, I believe, if my memory is correct, 
whereas our regulation is a maximum of 70,700 pounds, so that the 
pilot dare not put on more than the company regulation, although 
the CAB approves a greater weight. 

Now, the thinking of the certificated industry was, as I pointed 
out, a result of protection, their protection by the Board and the Civil 
Aeronautics Act. On the other hand, our thinking economically was 
due to the fact that we were not so protected and by the fact that we 
were interested in and thought that we would have a chance to 











312 FUTURE OF IRREGULAR AIRLINES 


furnish our low-cost service after securing certificates to do so from 
the CAB. 

However, it turned out that no nonsked carrier had any chance 
whatsoever of securing such a certificate for such a service because 
under the Board’s interpretation there is no room for newcomers in 
the air-transport industry. 

When the first applications for certificates to furnish air-coach serv- 
ice were filed on behalf of Atlantic Airlines in 1945, although the 
examiner of the Board recommended approval, the Board said, “We 
don’t think you can do it.” 

Now, then, that applicant had spent just about $200,000 in pursuing 
the case and the Board said in 1948, “We don’t think you can do it.” 

Then, next, in the Puerto Rican case, the Board said that that 
airline was too small. Although they had been operating profitably, 
the Board said, “We think we should give it to Eastern Air Lines.” 

Then, in the Transcontinental Coach Type Service case, the Board 
accepted public need. It was shown for a fact that more than 400,000 
people had flown by air-coach that never would have flown otherwise. 
There was no question of carriers being able to do so and so the 
Board had to come up with a new doctrine. 

This doctrine was that if the service may become necessary, then 
the certificated carriers could do it and the Board would compel them 
to do it. 

Now, I stated to the Johnson committee in 1949 that if the certifi- 
cated carriers ever did provide that service, they would do so only 
if they were compelled to do so, because their thinking was wrong— 
and it is still wrong. 

I want to point out, if I am given another few minutes’ time, that 
Mr. Adams of the Board in his dissenting opinion said: 

In the case now before us, we have a record indicating that these applicants 
and operators have generated air-passenger traffic which totaled in 1950 approxi- 
mately 19 times as much as that cited by the Board in 1944 as “substantial.” 
And, yet, the Board denied that application to the air-coach carriers. 

Now then, the Board has recognized, on page 30 of its report to this 
committee, the role that we have played in establishing air-coach 
service. I shall not read that long quotation; it isin the record. But, 
I would simply like to point out that the Board there recognized the 
point that the nonskeds have developed air coach, a service that would 
not otherwise be in existence today, and, yet they denied to us some- 
thing which the certificated air carriers said they would not do and 
which they finally did so as to avoid political criticism—so they said— 
and only when the Board compelled them to do so, I will venture to 
say that service will be discontinued in the form in which they are 
doing it now if we are not permitted to remain in existence to spur 
this new industry, this new frontier. 

The Board further pointed out that we had increased air-coach 
travel from 100 million revenue-passenger-miles in 1949 to over 1,200 
million passenger-miles in 1951 and that percentagewise this growth 
had raised coach travel from 1 percent of total revenue-passenger- 
miles to nearly 14 percent of the total air travel. And this is the 
service that the certificated air carriers said was economically 
impossible. 

The CratrMan. Have you made application to extend your lines to 
other areas? 
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Mr. Fiscucrunp. We have our application in connection with our 
increase in service, which is in the so-called Omnibus case, we are 
planning to increase our service between New York, Washington, and 
Dallas, throughout the southern run. 

The Cuamman. Are you going to stop en route at some of the 
lesser cities? 

Mr. Fiscuerunp. Yes, sir. 

The Cuatrman. Which? 

Mr. Fiscuerunp. Philadelphia, Washington, Dallas, and Los 
Angeles 

The Cuarman. What about some of the other cities over which 
you fly? 

Mr. Fiscuerunp. Well, we are limited as to regularity and as a 
result we could not maintain a service stopping all over because we 
have limited equipment and we cannot—— 

The Cuarrman. What do you mean by limited equipment ? 

Mr. Fiscuerunp. Well, we have five airplanes. We would like to 
have many times that much, but we are uncertain what our fate is 
going to be with the Civil Aeronautics Board. As former Senator 
O'Mahoney pointed out we want to purchase the two new airplanes, 
but the Board has thought otherwise. The service that we would like 
to provide would cover as much as practicable any city of any reason- 
able size. We would like to do that. 

The Cuairman. But have you endeavored, for instance, if you get 
this Philadelphia-W ashington-Dallas route, do you have in mind to 
stop at Wichita, St. Louis, or Kansas City or Little Rock or points like 
that en route ? 

Mr. Fiscucrunp. Our application for route-type service with the 
Civil Aeronautics Board includes a multitude of cities. I don’t recall 
them all but there are a great many of them. 

The Cuarrman. Could you fly as economically if you had to stop 
at points en route to Dallas and Philadelphia and Washington? 

Mr. Fiscuerunp. We could, very definitely. Coach service is prac- 
ticable between any cities of any reasonable size that have a reasonable 
amount of transportation. 

The CHairman. I have found times when the planes are not filled 
here. ‘Then again I find it almost impossible to get reservations on a 
Friday night, but if I leave Washington on a Wednesday or a Thurs- 
day night usually I have no difficulty. As I say, on Friday it is diffi- 
cult to get reservations either to the West, Chicago or Detroit or 
places like that, so that I can see the problem with which the regular 
operators are faced. ‘There are days in the week in which they do not 
have a full load and there are other days of the week when they have 
five or six standing by and they get a cancellation and someone steps 
in and fills the cancellation. 

Then, when you get up the flights, you may find only half of the 
airplane oce upied out of Detroit or out of Cleveland if you are going 
west. That is why I asked where you stop en route; I wondered 
whether you could fly as economically as if you picked up a load at 
Cleveland or Philadelphia or Washington ‘and then headed right 
straight off for Dallas. 

Mr. Fiscucrunp. These aircraft go back and forth every day of the 
week. It is true some days are heavy travel days and others are not, 
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but we are not being partial to any particular days. We have not 
built up our business by just Fridays or certain heavy-traffic days. 

Now then, where there is a service that is stopped at any number 
of points, the coordination of the available seats between two points 
becomes somewhat of a problem and we have provided a service in 
doing that very thing. The airplane would stop at Detroit just like 
it stops at Chicago and stops in Kansas City and there are people 
getting off and on at Detroit and Chicago and Kansas City and from 
then on to Los Angeles. 

Now, we cannot, because of our size, owr facilities, stop at Wichita 
and all of these other places, by reason of the fact that our expansion 
is limited. 

The CnatrMan. Have you ever endeavored to become a regular 
certificated scheduled operator ¢ 

Mr. Fiscucrunp. Well, the Standard Airlines was one of the first 
to file an application for a certificate before the Civil Aeronautics 
Board and the Board came out with its revocation in the Standard 
matter and said it was because it was flying too much, they said, “You 
have proven you can do it,” and they revoked it. We were among 
the first. 

The CaarrmMan. But my question was: Have you endeavored by 
application to become a regular certificated scheduled operator ¢ 

Mr. Fiscnerunp. No, we have never sought to become a certificated 
carrier for the luxury-class service. Our applications were solely to 
certificated regular service, but requesting only coach service, because 
we felt that our only task was to get into the field of providing the 
service which we had developed and proven that we could do. But. 
our application was for regular certificated service. 

The Cwatrman. All r ight, proceed. 

Mr. Fiscucrunp. The thinking of the Civil Aeronautics Board has 
been very much the same as that of the certificated carriers, who said 
that we should not be allowed to operate with them even though we 
originated something that they said they could not or would not do. 

Now, there is a case here where you have an industry that is provid- 
ing—there i is an identity of interest that is so close that sometimes the 
question may be asked not only who is competing with whom, but 
who is regulating whom—because the Board’s thinking has been. very 
much that of the certificated carriers who can see a limited part of the 
picture, and see nothing of the broad proposition. 

This is not a geographical limitation or a geographical frontier 
only. There is also an economic frontier and that is the frontier that 
have tried to develop. 

do not think we are competing with those lines. I think they 
are oases with us. But unless there is a change in this thinking 
of the Board the status quo will remain, with the certificated carriers 
dominating the whole industry with the blessing of the regulating 
board. 

We have contributed nothing to this industry but good and the 
truth of that has finally now been rec ognized by the Board and by 
the certificated industry, at all times our worst opponents. And it has 
been recognized also by this committee in its previous report on the 
role of irregular air carriers in United States transportation. That 
should be reaffirmed by this committee, and I ask also that it take what- 
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ever steps are available to it to compel the Civil Aeronautics Board 
to discontinue enforcement proceedings based on violations of Board 
economic regulations. 

I have just 1 or 2 more points which I would like to mention. 

It has been asked as to why the nonscheduled carriers have not 
purchased new equipment. Well, it has been very difficult in view 
of the obstacles that have been placed m the way. iat in spite of 
all these obstacles, however, our group on February 2, 1952, placed a 
firm purchase order with Douglas Aircraft Co. to purchase two 
DC—6B aircraft, for $2,600,000. 

Now, under the priorities allocations of materials plan, the Board 
is in a position to block the allocation of such materials for the manu- 
facture of any such new aircraft which we may attempt to acquire 
and a representative of the Civil Aeronautics Board recently made 
objection to the allocation of materials for these planes. Presumably 
it was because they were to be used for nonscheduled carriers, but at 
that time those aircraft were committed voluntarily for the civil air 
reserve fleet, for use by the military. Yet, the Board saw fit to object 
to our purchase of this equipment. 

This was at the same time, Mr. Chairman, that the Board had 
approved acquisition of planes in Europe and England, at the same 
time they had approved acquisition of aircraft by Arabian-American 
Oil Co. ° But, we, as citizens who came back after the war to develop 
a new business, cannot with our own money go and buy new aircraft, 
asking financial help from no one. 

The Cuarrman. What did they give you as an excuse ¢ 

Mr. Fiscucrunp. The only excuse I know is that they did not par- 
ticularly favor it. I do not know of any other statement. I was not 
present at the meeting of the closed committee which, I understand, 
objected to it. 

I would like to point out that the DC-—6’s are committed to the air 
reserve fleet for use in emergency on 24 hours’ notice. Our aircraft 
could be used immediately. 

The plans on that are very extensive. I am not, here in public, 
permitted to state anything about that, except for the fact that exten- 
sive modifications of the aircraft are being made and have been made 
at the request of the military so that there is uniformity in these 
aircraft and they could at a moment’s call be put into use for the 
national defense. Not all of the airlines have requested that; but, 
we have. They are new aircraft that we have voluntarily committed 
to this program. 

Now, I should like to point out one thing. I will just be another 
moment, Mr. Chairman. We have made studies in connection with 
these new aircraft that we have purchased so that we know that we 
can operate those new aircraft at the equivalent of 3 cents a mile. 
That would represent $75 for coast-to-coast fare and $54 between 
Chicago and New York, when, as and if we are permitted to secure 
this equipment. That is our plan. 

Now, that is a new trontier in aviation which never will be tapped 
if we are not given the incentive to go ahead. That is what the public 
wants and what aviation should have. What that will do is this: It 
will mean mass transportation ; it means that some 25 million people 
will travel by air. That is the frontier we are talking about. The 
certificated airlines say that we are competing with them. If they 
want it when they get new equipment, I say, let them have it. ! 
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Now, on March 12 the Board brought in an enforcement proceeding 
against the North American Sy stem, against myself and each of my 
partners individually because they said we were flying too much and 
performing too much of a public service. On May 18 that is coming 
up for hearing. They have done everything to expedite that en- 
forcement case and put us out of business. To me it is inescapable 
as a conclusion, that they want to put us out of business. They 
want to put us out of the business that we started. 

Now, I made certain predictions in 1949. I would like to say that 
if they are successful in that, if North American is put out of busi- 
ness, fares will be revised upward for air coach and 4-cent air-coach 
fare will never again be seen in the United States of America if this 
results. And, if we are put out of business, this service never again 
will be offered. They will say it cannot be done, although we have 
proven against almost insurmountable obstructions our ability to pro- 
vide that service and to provide it at a profit. 

Now, a great many people, of the 500,000 people we have carried, 
are familiar with this problem. They know we are small business. 
‘They know what we have developed. You have heard a great many 
statements by people to the Congress with respect to favoring small 
business. And we wonder, Mr. Chairman, if the air is to be turned 
over to big business. We appeal to you as our last restort, because, 
beyond that, there is only the public and the hope that this Govern- 
ment that we have fought for is a government for the people. Al- 
though our problems have been difficult in the past 314 years, we are 
still in business and we hope that we de not have a Government that 
is for big business and will turn the air over to that big business. 

| appreciate the opportunity of appearing and I apologize for tak- 
ing so much time. 

“The CHarrman. Well, Mr. Fischgrund, we set up our schedules 
daily as to the length of time for our witnesses and each day we find 
ourselves running away off our schedule. We have at the present time 
four more people, in fact five people to hear from, so if we run over 
the noon hour, do not condemn the chairman of the committee, be- 
cause, if we do not have a quorum call so that we are compelled to 
leave, we will run over the noon hour to hear the other witnesses. 

Mr. Fiscuerunp. May I present my sincerest apologies for making 
my discussion so long. I could talk about this subject for 12 hours. 
i am sorry. 

The CuarrMan. That is quite customary around the Capitol here. 
| Laughter. ] 

Philip Mann is the next person to be heard from. 


STATEMENT OF PHILIP MANN, PRESIDENT, AMERICAN AIR 
TRANSPORT, INC., MIAMI SPRINGS, FLA. 


Mr. Mann. I do not have a prepared statement. I have a couple 
of notes to refer to. 

I would like to take this opportunity to tell you how glad I am 
to be here and have a chance to thank the Senate Small Business 
Committee for the lease on life they gave us 2 years ago. I am 
probably one of the best authorities on that because only through the 
recommendations and the interest shown by the Senate Small Busi- 
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ness Committee 2 years ago were we able to survive the past 2 years. 

I have three points that I would like to cover briefly in my talk. 
The scheduled airlines have testified to this committee and would 
have you believe that they are giving a sufficient and a good air-coach 
service to the public today. I plan to contest that statement. 

Mr. Ramspeck appeared before this committee and said that we 
had diverted $5 million worth of traffic from Eastern Air Lines in 
the year 1951, and I plan to go into that. 

I would like to begin by saying that I, like many others, started in 
the “nonsked” business in 1946. I have been with the scheduled air- 
lines myself, and then my two partners and I quit the scheduled 
airlines and bought a couple of airplanes and started flying 
passengers. 

We started out in an operation from Pittsburgh, Pa., to Atlantic 
City, N. J., where there had never existed any air service whatso- 
ever. Any person who wanted to go to Atlantic City from Pitts- 
burgh either went 14 hours on a train or they went from Pittsburgh 
io New York and Philadelphia and back by bus. 

My home originally was Pittsburgh. I realized the potentialities 
of business over that run and we started and were very successful. 

However, about that time there was a situation that we were all 
aware of in Puerto Rico where in those days, Senator, actually 
they had a bullpen at the airport, a wire enclosure where people, 
Puerto Rican people, would come with a suitcase in one hand and 
money in another, begging someone to take them to the United States. 
There was no problem of selling tickets, it was a question of flying 
into Puerto Rico and parking your airplane and taking the first 25 
or 28 people that came through the gate and paid their money in 
cash and bringing them to the States. 

That went on for quite some time and then some pretty smooth 
Puerto Rican operators started opening up travel agencies and they 
created a situation down there where the rate of commission the car- 
rier was forced to pay the travel agency meant that, in the final 
analysis, we were getting a net to the « company of approximately $50 
for carrying people from Puerto Rico all the 1 yay to New York City, 
which is approximately 2 cents a mile, maybe a little bit more. 

The Cuamman. How long did you fly between Pittsburgh and 
Atlantic City before you started the Puerto Rican flights ? 

Mr. Mann. Approximately 6 months; over a full summer season. 
And so, one day I was fishing in Miami and I got the idea there that 
if we could afford to take people from Puerto ‘Rico to Miami and to 
New York at $50, then we could take people from Miami to New York 
for $25 and come out just as well. 

That afternoon I invest een the cost of a day-coach ticket from 
Miami to New York and I found out that it was $34.88 plus tax. 
That evening I put an ad in the classified section of the newspaper, 
costing something between 45 cents to 75 cents, under Transportation 
or under Travel. The ad read, “Flying, transport-type airplane 
to New York, will take passenger for $4.78 less than rail-coach fare.” 
Well, it started a stampede. It was never heard of. It was some- 
thing that the people just could not believe, and our only problem 
then was to stand there and explain to the people how we could afford 
to ao} it. 
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At that time I was flying as a pilot myself. I would say that on 
approximately 25 percent of our flights I was one of the pilots and 
I made it my business to talk to every passenger we had on board that 
airplane to find out how many of them had flown before, w hy they 
were flying with us, and everything about it; and I was able to deter- 
mine that we at no time were competitiv e to the airlines. We were 
competitive to the buses and to the railroad coaches. If this was a 
case today where the air-coach business was being fought by the 

railroads and buses rather than the certificated carriers, “T think it 
would be a more legitimate case. 

I have seen people, as many as 20 in a day, coming up and asking, 

“Are you going to have a flight to New York in the next few days, 
and if so can you get us a seat and make a reservation?” But, they 
couldn’t purchase a ticket; they would have to go to the railroad 
station and cash in a return railroad ticket that they had so that 
they could ride up in the air and get there in 6 hours at the same 
fare, or less than they paid the railroad, and where they would have 
had to ride for 26 hours. That is what built up our business. 

Mr. Ramspeck said that Eastern had lost $5 million worth of busi- 
ness being diverted to the “nonsked” airlines. Now, I know; I have 
been into that problem before, and I know that Mr. Ramspeck was 
not completely familiar with the method used by Eastern’s statisti- 
cians to arrive at that figure. 

Their idea was this: If we carried a passenger from Miami to New 
York, that passenger, if he did not ride with us, would ride with 
Eastern. National Airlines was not even taken into consideration. 
They just took every passenger that we carried and multiplied that 
by the number of dollars Eastern would have charged for the full- 
rate ticket. If a passenger went from Miami to California by air 
coach, Eastern would multiply the number of passengers by the full 
rate as far as Eastern’s system could carry him. All of that makes 
up part of this $5 million of diversion. 

I would like to tell Mr. Ramspeck that I feel we probably gave 
Eastern $5 million worth of business rather than diverting business 
from them, because, on many and many a flight I flew where we had 
50 passengers on board, as many as 25 or 30 ‘of them had continuing 
space out of New York either on Eastern Air Lines or American Air- 
lines or Northeast Airlines or the certificated carrier that operates 
from New York to Montreal, because our business was not necessarily 
just people wanting to go from Miami to New York, but people from 
all over the Northeast. There was no service from Miami to Pitts- 
burgh or Detroit; we carried them to New York or Philadelphia and 
they had continuing space on scheduled airlines. That, in my opinion, 
has been one of the main reasons for the growth of the scheduled 
airlines. 

A second reason for their growth was the fact that every time we 
carried a first-rider because of our lower fares, we introduced him to 
aviation. The next time he wanted to fly, he might fly with Eastern 
or TWA or one of the other certificated carriers. 

My own company has been put out of business since the last hear- 
ings of the Senate Small Business Committee, they have been charged 
with being a flagrant violator of the law. The law is one that this 
committee found to be unworkable, and the only reason for their 
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putting American Transport out of business was frequency and regu- 
larity; there never was a charge of mistreatment of passengers, safety 
violations, or anything of the sort. 

I per sonally feel very, very strongly that the present Civil Aero- 
nautics Board has not opened up their minds to the problem itself, 
and I think that only through a committee of this sort that will 
look at it through an unbiased mind and realize that there is a place 
in aviation for both the certificated carriers and noncertificated car- 
riers, and that there is a definite field for both of us if they would 
allow us to work hand-in-hand, or would attempt to get us to work 
that way. 

They tell us, every time we talk together, “Well, we don’t know 
what the solution is.’ They say, “We cannot follow the recommen- 
dation.” 

The Cuatrman. Well, what is the solution? Just let us examine 
it in a cold, factual manner. 

Mr. Mann. Senator Thye, I believe that if you or a man of your 
unbiased mind and representatives of the scheduled airlines and of 
the nonscheduled airlines sat down at a round table over a period of 
3 days—not 7 or 8 years, but 3 days—we could come out with a plan 
where the certificated carriers and noncertificated carriers could con- 
tinue in business, both helping the other. 

The CHarrman. Well now, [ would like to ask you a couple of 
questions. As I understood your testimony, you had an idea and you 
put an ad in the paper that you would take passengers at so much, 
at this particular rate, and you picked up a load of passengers. 

Mr. Mann. That is right. 

The CHarrMan. Supposing someone else had had a similar idea and 
said, “I will haul them for just exactly $10 less” ? 

Mr. Mann. That did happen, Senator, many, many times and 
yet we all survived and thrived with it 

The Cuarrman. Well, what happe ned to the man who flew for less 
than you did? Did he make a go of it, or did he do it for a month 
and find out he could not afford to continue it? 

Mr. Mann. Well, I find it had for a month, but 

The Cuarrman. Then why, if the other man gave the flight for $10, 
why did you operate at the price you were charging? 

Mr. MAnn. Because there was sufficient business and there is suf- 
ficient business today between many of your large cities; there are 
not enough airplanes. 

The CuatrmMan. Well, here is an example. When I was serving on 
the Post Office and Civil Service Committee, we noted, on the sky 
route, where they would make a bid and be the low bidders and the 
Post Office Department awarded them the contract. They carried 
the mail for just about 6 months, or half the period of their contract, 
and there were many difficulties in failure of delivery because equip- 
ment was broken down, or there was failure for some other reason. 

Mr. Mann. I can understand that, Senator. 

The CHarrmMan. That was the result. Now, therefore, the CAB 
has a certain responsibility and that is to make certain that competition 
does not destroy the existence of an operation that is rendering a safe 
and efficient public service. If you were permitted to go in shove for 
a month or two and just absolutely undercut the regular carriers’ 
prices, are you not competitively destroying them? That; would not 
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be good for you, nor the country, the public, or anybody concerned. 

That is where the CAB has to use judgment. And, so, I would not 
say that they may be biased; I would say that they might be exceed- 
ingly careful about making certain that something did not happen 
here by your having an idea wherein you would lower the rates and 
publicize that and take off wherever you found a load available to fly. 
You did not set up a positive schedule because you would be violating 
CAB regulations. 

Mr. Mann. We did set up such a system, we had to plan a week 
ahead, where our airplanes were going to be and who we were going 
to fly and what we were going to carry, and we offered a service to 
the public of as much as we could possibly carry. 

Getting back to the statement about the Board, I do not think that 
the Board should condone anything that is unfair to the scheduled 
airlines. I do not think there is any one of us who would want to 
jeopardize the certified air carriers. I think that our group as a whole 
are men that realize the value of airlift, whether that airlift is pro- 
vided by the scheduled or nonscheduled air carrier. 

I, however, do believe that the Board is quite capable of going into 
the record and finding out whether or not American Transport at this 
ridiculously low rate were able to maintain their equipment and pay 
their bills and not hurt the scheduled airlines. 

Mr. Smith of American Airlines testified before this committee 
the other day that American Airlines served 70 of the largest cities in 
th United States, but he did not tell how many of those cities were 
getting service by American Airlines’ air coach. American Airlines’ 
air coach is confined to operating between New York, Chicago, and 
Los Angeles. They have one flight a day. We are making a stop in 
Washington, D. C., Fort Worth, and Dallas—six cities in all—and they 
have never offered any type of air coach service to Boston, Buffalo, 
Detroit, Milwaukee, Cleveland, Cincinnati, St. Louis, Indianapolis, 
aera Tulsa, Oklahoma City, El Paso, Tucson, Phoenix, San Diego, 

San Francisco, and San Antonio. 

Why are the people in these cities not entitled to air coach? Why 
can they not be fit into a program? The communities right on the 
eastern coast of the United States have air-coach service between 
Miami, Washington, and New York; yet we are put out of business 
today because we offered air-coach service, and more than 50 percent 
of our business was between Miami and Philadelphia, a city of 2 mil- 
lion people. Today there is no certificated air-coach service between 
Philadelphia and Miami. 

I do not think, when we carried people between Miami and Phila- 
delphia for $34, that we were even competitive to the certificated air- 
lines whose fare was some $80 over that route. We did not carry 
that class of people, we were carrying people who would have gone 
by bus or rail coach. 

There are cities up and down the coast today—Tallahassee, and 
Daytona Beach, Fla.; Wilmington, N. C.; Columbia, S. C.; Augusta, 
Ga.: Raleigh, Baltimore, Boston—they are all areas for the develop- 
ment of air coach. 

That is the reason I say that, if the Board would sit down with the 
operators of the certificated carriers and with a group from the non- 
certificated carriers, this problem could be worked out in 3 days. How- 
ever, I do not think that that is the plan in the back of their minds. 
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I come now to the subject of the large irregular air-carrier case. 
The Chairman of the Board appeared before this committee and on 
that very question he said, “Well, we are going to determine that from 
factors which come out of the Large /rreqular Air Carriers case.” 

Mr. Chairman, I have here [indicating] the transcript of the Large 
Irregular Air Carrier case. This represents the transcript for 50 
percent of the case. The case is only half over at the present time. 
There are some 30,000 pages there and it has cost each carrier $6,000 
just to receive the transcript. 

We are small-business men. We cannot afford to pay fabulous at- 
torney fees to have a lawyer present at this hearing every day that 
it has been going on for 6 mouths now. And, by every opinion we 
can hear, it will go on for another year; it will be 2 years before a 
record twice this size, at least, will be gone over by the examiner and 
a recommendation come out on it. 

By that time all of the records that we see here will be obsolete. 

They will be 2 years old and the CAB will say, “We better look this 
ever and bring the record up to date.” What are they doing in the 
meantime while ell of these hearings are going on to save our lives? 
They are slowly chopping our he: ads off while that is going on. 

In my case, when we asked for an individual exemption we had to 
file at the same time a certificate for convenience and necessity and 
the Board said, “We won’t hear this certificate of convenience and 
necessity; we are going to hear your exemption case.” Then they 
deny our exemption without even giving us a hearing. Now, all of 
that is part of the plan that was I Lid down in 1948. I know that you 
have heard—everyone in the industry has heard of the Goodkind re- 
port. This Mr. Goodkind was the Chief of the Economics Division 
of the Civil Aeronautics Board. I am not going to read it; I am 
going to read a line here on page 3 of the printed copy that I will 
submit. He goes on to tell how they could act in the case of the irreg- 
ulars and the final statement in this paragraph is: 

Hither procedure has the advantage of affording a means for ultimately ter- 
minating the operations of this group of carriers. 

When the Large Irregular Air Carriers case was started, it was 
started only because the Senate Small Business Committee came in 
and stopped the wholesale slaughter of the large irregulars 2 years 
ago. When the Civil Aeronautics Board started the large irregular 
air carriers investigation, the very man who wrote this Goodkind re- 
port, who wrote up the blue print to put us out of business in 1948, was 
put in charge of setting up this large irregular air carrier hearing and 
conducting it. 

He made it very clear that he was going to run this case just the way 
he wanted to run it. First, the Board comes out—I want you to get 
this picture—the Board gives airlines the right to operate by indi- 
vidual exemptions and then they start this case and say that they are 
not going to hear anything but certificate cases. 

Many of us did not have a certificate application on file. What did 
the Board do? They put out an order amending any paper you had 
on file at the Civil Aeronautics Board asking for service to be the 
equivalent of an application for a certificate of convenience and neces- 
sity and that threw it all into this Large Irregular Air Carriers case. 
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The case is not an investigation to find a place in the sun for us. 
The case is not being conducted like such an investigation should be 
conducted. It is without question only a stalling action during which 
period the Board continues the procedure to put us completely out 
of business. 

I have another quotation from Mr. Goodkind’s report : 

A second reason in favor of either proposal is that it should not lay the Board 
open to criticism of stamping out, without due process, these carriers which they 
have permitted to come into being. 

And also: 


Third, either method gives the Board a good measure of control over the life 
of the carriers, in that it can delay or hasten action on the pending applications 
as it deems necessary. 


That is exactly what is happening today in the Large Irregular Air 
Carriers case. 

The only thing that we can hope for to do away with this farce is 
to have the Senate Small Business Committee look at it thoroughly 
and come out with recommendations that ridiculous expenditures such 
as we have on my right [indicating piles of transcripts] be stopped. 

It is not only costing the certificated carriers hundreds of thousands 
of dollars, it is costing the Government hundreds of thousands of dol- 
lars and it is all working toward no end that will change the problem 
that we have today. 

The Cuamman. Thank you, sir. 

(Documents submitted by Mr. Mann are as follows:) 


Makcu 31, 1953. 

The attached memorandum was prepared in 1948 by the Chief of the Civil 
Aeronautics Board’s Bureau of Economic Regulations, Louis W. Goodkind. 
It was subsequently followed by the CAB as a master plan to eliminate the 
Nation’s independent airlines by bureaucratic edict. 

It is interesting to note that Goodkind was selected to set up the CAB’s 
large irregular air carrier investigation which was launched in September 1951, 
ostensibly to determine the need for independent airline services. At that 
time Goodkind was Assistant Director of the Bureau of Air Operations. Under 
normal CAB procedure the Bureau Counsel would have been placed in charge 
of setting up the investigation. 

Goodkind is now employed in the State Department. 

The memorandum was introduced in a hearing before a Senate Small Business 
subcommittee today. [Italics added.] 
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MEMORANDUM 
SEPTEMBER 16, 1948. 
To: The Board. 
From: Chief, Bureau of Economic Regulations. 
Subject: Revision of section 292.1. 

In connection with recent staff considerations as to the need for further 
revision of section 292.1, the Accounting and Rates Division has compiled 
certain statistical data taken from the first reports under section 202.1 (c) filed 
by irregular air carriers as of August 2, 1948. The more significant data are 
summarized as follows: 
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Small cwriers, 
calendar 1947 


Gross revenue, flights for hire 1 $3, 180, 572 2 $515, 306 
Revenue passenger miles 316, 825, 508 | 411, 713, 296 
Under letter of registration. 13, 116, 206 
Alleged noncommon carriage 3, 709, 302 
Revenue cargo ton-miles BULLI J Fs 38,197, 065 287 
Under letter of registration _ - -- ania 4 7, 103, 131 
Alleged noncommon carriage - - - ete 1, 093, 934 


122 carriers reported this figure. Figures for 3 carriers reporting on semiannual] basis prorated to a 
quarterly basis. 

2 33 carriers reporting. Figures for less than calendar year reported by 3 carriers were prorated to cover 
entire year 

3 29 carriers reporting. 

4 33 carriers reporting. One carrier, Paul G. Horvath, reported 7,481,340 for 944-month period. Another, 
Terra Marine Air Service, 2,430,000 for 8-month period. We are not familiar with these operations but 
there is reason to doubt the validity of these figures. 


The scattering of reports filed since August 2 is insufficient to warrant revision 
of the figures. Unfortunately, only 32 large irregular carriers and 44 small 
irregular carriers had reports filed as of that date and in many instances even 
these reports are incomplete. Such filings represent, in the case of the large 
carriers, less than one-third of those holding letters of registration and in the case 
of the small carriers less than 3 percent of the total. 

The large carriers represented are not a good cross section either from the 
standpoint of passenger or cargo operations inasmuch as the large transconti- 
nental and United States-San Juan passenger operators are not included ; whereas 
most of the large cargo carriers are included. The point is that we cannot get 
a good proration of the passenger-miles or cargo ton-miles to cover all large 
carriers by multiplying the reported figures by the ratio which the reporting 
carriers bear to all large carries holding effective letters.’ 

Meager as the figures are, they appear sufficient to bear out our belief that the 
small carriers continue to perform a negligible amount of business in comparison 
with the large ones and that a perpetuation of the present small degree of regu- 
lation over the small carriers should not have any serious effect on the total air 
transportation picture. 

It is apparent, however, that the large irregular carriers have grown, more 
or less free of Board auspices, to become a definite and recognizable factor in 
air transportation. The seeming widespread abuses of the act practiced by many 
such carriers and the effect of such on the industry have been pointed up in 
previous memoranda from the General Counsel; the staff is therefore generally 
agreed as to the desirability of finding means of bringing this phase of air trans- 
portation under more positive control within the near future. 

It is believed this could be effected by keying the duration of their authority, 
i. e., letters of registration, to Board action on either (1) the carriers’ pending 
certificate applications under 401 or (2) their pending applications for special 
exemption under 416. Depending on which procedure was adopted, the appro- 
priate application could be required to be filed within specified time limits. 
Hither procedure has the advantage of affording a means for ultimately terméi- 
nating the operations of this group of carriers. 

Our experience to date convinces us that, with few exceptions, it is necessary 
for carriers operating large aircraft to routinize their operations; that a fixed 
base operation of the type which we believe section 292.1 was originally intended 
to cover is not generally feasible for them, but they must more and more confine 
their operations between certain points to build up a clientele and insure them- 
selves of adequate load factors and a balanced directional flow. The need 
for route operations by large carriers is further emphasized by purely opera- 
tional factors—that is, considerations of maintenance, overhaul, fueling, crew 


1The 22 large carriers reporting gross revenue from flights for hire grossed $3,180,572 
for the first quarter of 1948. This number of carriers represents just one-fifth of the large 
carriers holding effective letters of registration. If we multiply this figure by 5 for a 
yrojection as to what all carriers would do, we have $15,541,716, or an annual total of 
$62,166. 864. We are not in a position at this time to evaluate the fairness of such a 
projection. 
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change, etc. It is in the latter respect that the analogy between irregular car- 
riers and tramp steamers breaks down, for it is necessary in the case of the 
former to make careful provisions for their frequent overhauls and mainte- 
nance checks, crew changes, etc. Generally speaking, this cannot be successfully 
accomplished economically except on route operations. 

Once a carrier is involved in route operations it is encroaching on the field 
which the act is believed to have reserved to certificated carriers and is no longer 
providing the casual, unpredictable call end demand service which 292.1 was 
designed to accommodate and which the certificated carriers are not particularly 
well adapted to handle. It is instead catering to a more or less steady, pre- 
dictable, and measurable public demand and should be subject to the require- 
ments of section 401 of the act. Furthermore, we do not believe it necessary 
to enlarge on the fact that the determination of what constitutes regularity has 
been and undoubedly always will be an extremely difficult problem and possibly 
not susceptible of satisfactory solution. 

It is conceded that there are certain limited and special services which can be 
conducted by large aircraft on a truly nonscheduled, irregular basis. These 
are the true fired base operations such as conducted by Paul Mantz in carrying 
movie crews to and from location. It is believed unwise, however, to keep the 
door open to such few operators and thus provide entry for a host of unde- 
sirables. 

A second reason in favor of either proposal is that it should not lay the Board 
open to criticism of stamping out, Without due process, these carriers which they 
have permitted to come into being. If, after consideration of either a 401 or a 
416 application, the Board determines that it cannot make the statutory findings 
to permit authorization of the proposed service, it is difficult to see how the car- 
rier or the public at large could expect the Board to perpetuate the service; 
accordingly, termination of such carriers’ letters of registration would appear 
a natural and fair conelusion. If, on the other hand, some of the carriers are 
providing a needed public service they should be certificated, or exempted from 
the requirement of a certificate, and the experience which they have gained in 
performing their past operations would be of tremendous benefit to them in 
earrying on under their new authority. 

Third. either method gives the Board a good measure of control over the life 
of the carriers, in that it can delay or hasten action on the pending applications 
as it deems necessary. So far as 401 applications are concerned, the biggest 
trouble spots for irregular carrier operations are being covered in area proceed- 
ings now under way; namely. United States-San Juan and United States- 
Alaska. A third such proceeding to cover the transcontinental operators would 
appear to take care of the remaining troublesome arca, so that we could expect 
within the not too distant future to bring the situation under control and 
reestablish the transportation system under 401, or by specific exemption 
therefrom. 

In an accompanying memorandum, the bureau of law recommends following 
the procedure of processing immediately applications for special exemption under 
section 416, rather than the certificate applications under section 401. Which- 
ever procedure is adopted, it will be necessary to “live with these carriers” for 
yet some time. Experience in administering the presently effective regulation 
indicates the need for certain revisions. Suggestions along these lines are set 
out below. 

There has been some discussion of the difficulties created by irrgular carriers 
from the standpoint of diplomatic and international relations, in their perform- 
ance of foreign-point to foreign-point operations outside the Board’s jurisdiction. 
Aside from the international complications involved, we believe there is an 
economic argument for preventing irregular carriers from performing such 
operations. In permitting these carriers to engage in foreign air transportation, 
it is believed the Board desired to encourage the development of such transporta- 
tion and to supplement the service provided by the certificated carriers. How- 
ever, in the case of several carriers operating to foreign points, the United 
States-foreign operations are only supplemental to their larger foreign-point to 
foreign-point operations. For instance, Trans-Caribbean Air Cargo Lines, which 
theoretically should be developing and promoting United States-foreign cargo 
carriage, is to some degree using this authorization merely to help fill their 
planes on east-bound flights returning from heavily loaded and remunerative: 
west-bound passenger flights operating foreign-point to foreign-point—that is, 
they operate from Greece, Italy, or France to one or more South American coun- 
tries with large loads of emigrants and then return to Europe via the United 
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States, picking up such incidental cargo loads as they can. Our regulation is 
thus being used to foster operations outside our jurisdiction and over which we 
have no direct control, and not to deveiop United States-foreign commerce as 
the prime objective. 

On the other hand, of course, the development of American enterprise abroad 
is generally deemed a desirable objective. Whether this is the type of such 
enterprise to be encouraged and, if so, if this is the proper means of encourage- 
ment; and what the extent of the Board’s jurisdiction in the matter may be 
all are problems which the Board may wish to pass on at this time. 

By amendment of section 292.1 effective August 6, 1948, issuance of letters of 
registration to large irregular carriers was suspended. However, presently 
effective paragraph (b) (2) Reclassification, provides that each large and each 
small irregular carrier shall comply with the requirements applicable to its 
respective class until such carrier has been notified of its reclassification pursuant 
to application therefor specifying the number of aircraft units and type of each 
which it is proposed to utilize pursuant to such reclassification. 

If the amendment of August 6 is to be made completely effective it would seem 
necessary to amend the Reclassification paragraph to suspend reclassifications 
of smail carriers to large. The staff is of the opinion this could and should be 
done iminediately without prior circulation for comment, 

Eremptions 

Section 404 (a): Large irregular carriers are presently subject to this section 
only insofar as it requires air carriers to provide safe service, equipment, and 
facilities in connection with air transportation, but it is believed these carriers 
should also be required to establish, observe, and enforce just and reasonable 
individual and joint rates, fares, and charges and just and reasonable classifi- 
cations, rules, and regulations, and practices. This additional requirement 
seems desirable in view of the indicated tendency of the large carriers to indulge 
in rate wars. 

Sections 408, 409, and 412: It is believed that large irregular carriers should 
be subjected outright to each of the above sections of the act and that the 
provisos now incorporated in 292.1 which generally make exception where two 
or more irregular carriers are involved, should be stricken. In administering 
these sections of the act experience indicates that the Board has unnecessarily 
handicapped itself and placed beyond its control the arrangements in which it 
often has a direct interest. The present arrangement has made possible certain 
joint arrangements and collusions between irregular carriers which are undesir 
able. The proposed freight forwarder regulation makes no exceptions in this 
rezard and no strong reason appears for granting exceptions in the case of the 
irregular carriers. 

It is recommended that the small irregular carriers be extended the same 
exemptions and privileges as at present. 

Letters of registration 

The treatment accorded this subject in proposed section 292.6 appears gen- 
erally adaptable for 292.1. However, since letters will be issued only to small 
irregular carriers, it is believed that with one exception the presently effective 
arrangements for applications and issuance will suffice, since they have proven 
satisfactory so far as small carriers are concerned. As an enforcement measure, 
it is thought necessary to make provision against successor companies owned 
or controlled by persons previously involved in violations applicable to small as 
well as large irregular Carriers. 

Louis W. GoopKINp. 


RESOLUTION No, 25447 


A RESOLUTION EXPRESSING THE APPRECIATION OF THE COMMISSION TO ALL AIRLINES 
SERVING THIS AREA FOR THEIR CONTRIBUTION TO THE PROGRESS AND DEVELOPMENT 
OF THE AREA 


Whereas the city of Miami has been immeasurably benefited by the intensive 
and consistent promotions that have been conducted by the transportation com- 
panies that serve this area, 

Whereas these promotions, that have been devoted to propagating the climatic 
advantages of our city to the Nation at large, have been most instrumental in 
stabilizing our economy; Therefore, be it 
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Resolved, That we, the members of the City Commission of Miami, tender our 
special thanks to all airlines serving this area for their contribution to our 
progress and development. 

-’assed and adopted this 15th day of April 1953. 


STATE OF FLORIDA 
County of Dade, City of Miami: 

I, F. L. Correll, clerk of the city of Miami, Fla., do hereby certify that the 
above is a true and correct copy of a resolution passed and adopted by the Com- 
mission of the City of Miami, Fla., at a meeting held on the 15th day of April 
1953, and designated resolution No. 25447. 

Witness my hand and the official seal of the city of Miami, Fla., this 17th day 
of April 1953. 

F. L. CorrE ct, 
City Clerk. 


RESOLUTION 


Whereas the city of Miami Beach has been immeasurably benefited by the 
intensive and consistent promotions that have been conducted by the transpor- 
tation companies that serve this area, and 

Whereas these promotions, that have been devoted to propagating the climatic 
advantages of our city to the Nation at large, have been most instrumental in 
stabilizing our economy ; therefore, be it 

Resolved, that we, the members of the City Council of Miami Beach, tender 
our special thanks to: Air Coach Transport Association for its contribution to 
our progress and development. May our pleasant association continue to expand 
our individual potentials! 


Done at Miami Beach, October 23, 1951. 
D. LEE PowEt1, Mayor. 


AIRCOACH TRANSPORT ASSOCIATION, 
Miami Fla., April 18, 1958. 
Mr. F. O. Roserts, 
City of Miami Recreation Department, 
Miami, Fla. 

Dear Mr Roserts: I am writing you on behalf of all independent airlines 
serving the Miami area. The purpose of this Jetter is to obtain the use of the 
Bayfront Park Bandshell for a rally on the night of April 27. The independent 
airlines plan to stage a rally to instill in the public the necessity of keeping 
the independent airlines flying. Last year the independent airlines flew nearly 
120,000 people in and out of Miami. These passengers spent upward of $7,500,000 
here. 

Our program will consist of music and addresses by leading citizens of the 
Miami area, as well as a number of prominent public figures. There will be 
no charge of any kind and we will be through by 11 p. m. 

We sincerely trust that you will grant permission for the use of the Bandshell. 

Very cordially yours, 


PAUL ZERLER, 
Aircoach Transport Association. 


DISABLED AMERICAN VETERANS, 
Carlton, Minn., May 8, 1953. 
Senator E. J. THYE, 
Senate Office Building, 
Washington, D. C. 
Deak SENATOR THYE: 
RESOLUTION 


Whereas the Government encouraged these returning soldiers to enter into 
small businesses ; 

Whereas many of these men invested their savings and incurred obligations 
to enter in nonschoduled irregular carrier transportation ; 

Whereas these irregular carriers transported military personnel and soldiers 
on leave at a much lower rate than regular airlines, thereby saving these soldiers 
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expenses going to and from their homes and enabling them to remain at their 
homes for a longer period of time while on leave ; 

Whereas the men engaged in this irregular carrier transportation are all 
former military personnel around which a nucleus could be formed to carry 
on airlifts and carry on military service immediately if called on; and 

Whereas there are now apparently being steps taken to limit these non- 
scheduled irregular carrier activities and thereby prohibit these men that have 
invested their time and savings to continue in the regular carrier business and 
force them into insolvency ; Now, therefore be it 

Resolwed, that they go on record recommending to the President of the United 
States and Members of our National Congress, that they do everything possible 
to enable these irregular carrier transport groups to continue in operation and 
to urge the Civil Aeronautics Board to amend their rules to enable these car- 
riers to continue their operations and not to force them out of operation or into 
nsolvency by limiting their activities. 

KENNETH NYQUIST, 
Commander-Elect, Carlson County Chapter No. 18, 
Disabled American Veterans. 





Miami Beacu 39, Fra., April 15, 1953. 
To Whom It May Concern: 
This is to certify that we have found the nonscheduled airlines to give us 
very satisfactory service and have provided our guests with every courtesy. 
Very truly yours, 
ALAMAC HOTreL, 
Murry ROSENTHAL, Manager. 


MIAMI Beacu 389, Fra. 
To Whom It May Concern: 

The independent airlines have been instrumental in bringing a great deal of 
business to the Miami area. We strongly urge that they be given permission 
to continue operations, 

CATALINA HOTEL, 
STANLEY BERNSTEIN. 


CARLTON HOTEL, 
Miami Beach, Fla., April 15, 1953. 
To Whom It May Concern: 
This is to verify the fact that we have found the nonscheduled airlines have 
served our guests and have only favorable comments. 
Yours very truly, 
Lillian E. Feigels, 
(Mrs.) Littran E. Fetcers, Manager. 





Miami BeacH, Fra., April 15th, 1958. 
To Whom It May Concern: 
This is to let you know that we appreciate the active part the nonscheduled 
airlines have helped us in our business from time to time. 
Assuring you of our satisfaction with same, we are 
Very truly yours, 
CHares Hore Corp., 
By Lovuts N. LEcHER, 
BaRNEY KosHEN, Manager. 





Miami Beacu 39, Fra., April 15, 1953. 
To Whom It May Concern: : 
This is to verify that the nonscheduled and independent airlines have helped 
our business and have been greatly instrumental in increasing our room revenue. 
I recommend that they be allowed to continue in business. 
Cordially yours, 
ComMMoporE HOTEL, 
M. Breyer, Manager. 
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MIAMI BEACH, FLA. 
To Whom It May Concern: 

We have received increased room revenue from the business that the inde- 
pendent airlines have brought to this area. And, we feel that they shall con- 
tinue to bring this business if they are allowed to continue in business. 

Sincerely yours, 
Dorser Hore, 
M. KrinceL, Manager. 


MIAMI BEACH, FLA. 
To Whom It May Concern: 
This is to verify the fact that we have found the nonscheduled airlines have 
served our guests and have favorable comments. 
Very truly yours, 
CHESTERFIELD HoTetr, 
FRED MARVAN, 


Mrami Beacu, Fia., April 14, 1953. 
To Whom It May Concern: 
Our hotel has received a great deal of business from independent airlines 
operating in this area. We strongly urge that they be permitted to operate. 
CLAREMONT HOTEL, 
ARTHUR A. ALEXANDER, 
Managing Director. 


Tue CuLirton Hornet, 
Miami Beach, Fla. 
To Whom It May Concern: 
This will state that the nonscheduled airlines are a benefit to my business. 
SANFORD SLATER. 


THE EMPIRE HOTEL, 
Miami Beach, Fia., April 15, 1953. 
To Whom It May Concern: 

During the past 3 years as manager of the Empire Hotel, I have found that 
numerous’ guests have made satisiactory use of the nonscheduled airlines. 
The nuinber of guests using these airlines have increased each year. In some 
instances where guests could not be accommodated by scheduled airlines, they 
have turned to the nonscheduled airlines and have had satisfactory results. 
Since there is a definite relationship between satisfying guests and having the 
nonscheduled airlines supply this satisfaction I believe in the support of the 
nonscheduled airlines. 

ARTHUR FEIGELES, Manager. 


Tue Essex Hovsse, 
Miami Beach, Fia. 
To Whom It May Concern: 
This is to verify the fact that we have found the nonscheduled airlines have 
served our guests and have favorable comments. 
M. M. Rusy, Manager. 


Miami Beaca, Fra., April 15, 1953, 


To Whom 1t May Concern: 
This is to verify that the nonscheduled and independent airlines, have helped 
our business and have been greatly instrumental in increasing our room revenue. 
I recommiend that they be allowed to continue in business, 
Cordially yours, E 
Happon Hawt Hore, 
Bernard Sperling, 
BERNARD SPERLING, 
Manager. 





ech OE: 





FUTURE OF IRREGULAR AIRLINES 329 


To Whom It May Concern: 
We have had satisfactory results from the nonschedvled lines and see no reason 
for them to be taken off. 
LILLIAN JACOBY, 
Henry HOTEL, 
536 Washington Ave. 


LAFAYETTE Hore, 
Miami Beach 39, Fla. 
To Whom It May Concern: 
This is to verify that the nonscheduled airlines have helped our business and 
have been greatly instrumental in increasing our room revenue. 
I recommend that they be allowed to continue in business. 
Cordially yours, 
HENRY VEss, Manager, 


LAWSON APARTMENTS, 
Miami Beach 39, Fla., April 15, 1953. 
To Whom It May Concern: 
This is to certify that we have found the nonscheduled airlines have served 
some of our guests and have favorable comments. 
Very truly yours, 
M. Kann, Manager. 


Nassau Horet, 
Viami Beach, Fla., April 15, 1958. 
To Whom Jt May Concern: 

The nonscheduled and independent airlines have and still are an asset to 
Miami and have helped our business a great deal. They should by all means 
stay in business. 

Cordially yours, 
Louis Kessier, Manager, 


THE PALMER Howse, 
Miami Beach, Fla. 
To Whom It May Concern: 
This is to verify the fact that we have found the nonscheduled airlines have 
served our guests and have favotable comments. 
Yours truly, 
SAM COoLLins, Manager. 


PAULINE ADLER HOTEL, 
Miami Beach, Fla. 
GENTLEMEN: This is to inform you that our guests have used the nonscheduled 
airlines with good results and the lower rates have been beneficial to our business. 
Yours truly, 
Mrs, L. ZUCKERMAN, 
Owner-Manager. 


PREMIER HOTEL, 
Miami Beach, Fla. 
To Whom It May Concern: 

The nonscheduled and independent airlines have and still are an asset to Miami 
and have helped our business a great deal. They should by all means stay in 
business. 

G. SCHEATH, Manager. 


PRESIDENT HOTEL, 
Miami Beach, Fla., April 15, 1958. 
To Whom It May Concern: 
This is to certify that we have found the nonscheduled airlines to give us 
very satisfactory services and have provided our guests with every courtesy. 
Very truly yours, 
PRESIDENT Horte., 
SeYMour Levin, Manager. 
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PRINCE MICHAEL, 
Miami Beach, Fla., April 15, 1953. 
To Whom It May Concern: 

We have been operating hotels in the Miami Beach area since 1939, and since 
the independent airlines have come into existence we have found them to be 
greatly instrumental in bringing business to our area. 

I firmly believe that the Government should allow them to continue operations. 

Yours very truly, 
ELI ANDRON. 


Royat PatM HOreL, 
Miami Beach, Fla., April 15, 1953. 
To Whom It May Concern: 

This is to advise that the Royal Palm Hotel has had numerous guests who have 
been transported from New York and Chicago to Miami by nonscheduled airlines, 
and these guests have always been most satisfied with their transportation. 

Very truly yours, 
SAMUEL GINSBERG, Manager. 


THE SURFCOMBER, 
Miami Beach, Fla., April 15, 1953. 
UNITED STATES SENATE, 
Small Business Committee, 
Washington, D.C. 

GENTLEMEN: I am a hotel owner in Miami Leach, Fla., doing business with 
independent airlines for the past 7 years. 

I am a member of the chamber of commerce, Better Business Bureau, on the 
board of directors of the Hotel Owners Association, as well as an active member 
of many other local and State organizations. 

As a civic-minded resident of the State of Florida, I would like to go on 
record as saying that any curtailment in operation directed at the nonscheduled 
airlines, I strongly feel would be most detrimental to the entire resort business 
in Miami and Miami Beach. 

It was the nonscheduled airlines which introduced reduction in air travel 
to the point where white-collar workers, civil-service employees, and lower- 
income groups found it within their budgets to visit our resort area in large 
numbers. 

I think it vital, not only that the nonscheduled airlines’ operation not be 
curtailed, but in the interest of better business in the State of Florida, as well 
as throughout the entire country, these nonscheduled airlines should be assisted 
in getting more equipment. 

We now have an extensive arrangement for low-rate vacations for civil-service 
employees, fire department workers, Navy employees, and police department 
employees thoughout the United States. This low-rate national vacation pro- 
gram is in existence only through the close cooperation of the independent 
airlines. Curtailing their operation would make it impossible for us to continue 
this vacation program, which is, in addition to good business, a civic minded 
program as well. 

I feel that all the hotelmen in Miami and Miami Beach, as well as businessmen, 
join me in deep concern over any action which might be taken to curtail operation 
of the independent airlines, 

Yours respectfully, 
Jack LIEBERBAUM, 
Owner-Manager. 


Sea View Hore, 
Miami Beach, Fla., April 15, 1958. 
To Whom It May Concern: 

Please be advised that we as a hotel operator have found the nonscheduled 
lines to be to our advantage. 

Being that we cater to a poorer class of guests could see the advantage in the 
savings on the fare. We also found that having extra lines to bring down the 
tourists also bring additional business. 

We do hope that you will not remove this additional way of transportation. 


Yours truly, 
ARNOLD KRAMER, Manager. 
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Tue SHetLey Horst, 
Miami Beach, Fla., April 15, 1958. 
To Whom It May Concern: 


This is to verify that the nonscheduled and independent airlines have helped 
our business and have been greatly instrumental in increasing our room revenue. 
We recommend that they be allowed to continue in business. 
Cordially yours, 


TRENE Martin, Manager. 


SuHepiey Hore, 


Miami Beach, Fla., April 15, 1958. 
To Whom It May Concern: 


This is to verify that the nonscheduled and independent airlines have helped 
our business and have been greatly instrumental in increasing our room revenue. 
We recommend that they be allowed to continue in business. 
Cordially yours, 


PavuL HORNREICH, 
Max HornreEIcH, 
Owner-Managers. 


Tue Tropics Horet, 


Miami Beach, Fla., April 15, 19538. 
To Whom It May Concern: 


This is to verify that the nonscheduled and independent airlines have helped 
our business and have been greatly instrumental in increasing our room revenue, 
I recommend that they be allowed to continue in business. 
Cordially yours, 
Si Krincet, Manager. 


Horet WEBSTER, 


Miami Beach, Fla., April 15, 1953. 
To Whom It May Concern: 


This is to certify that we have found the nonscheduled airlines give us very 
satisfactory service and think they should continue to operate. 
Sincerely, 


SrpNey Kessier, Manager. 


MIAMI BEACH, Fia., April 15, 1953. 
To Whom It May Concern: 


This is to verify that the nonscheduled and independent airlines have helped 
our business and have been greatly instrumental in increasing our room revenue. 
I recommend that they be allowed to continue in business. 
Cordially yours, 


THe Hore. WHITELAW, 
IRVIN KAPLAN, Manager. 


The Cuarrman. The next person will be Mr. H. B. Robinson, presi- 
dent, Peninsular Airlines. 


STATEMENT OF H. B. ROBINSON, PRESIDENT, PENINSULAR AIR- 


LINES, MIAMI SPRINGS, FLA., ACCOMPANIED BY COMPANY’S 
CHIEF PILOT, CAPT. NEIL GOOD 


Mr. Rosrtnson. Mr. Chairman, I came up to make a speech for pos- 
terity, but I see most of it has been said, so I will be brief. 

The Cuarrman. Thank you. 

Mr. Rosrnson. I certainly want to thank you for listening to many 
long talks already in these hearings. 

For identification, I am H. b. Robinson, one of the owners of 
Peninsular Airlines of Miami, Fla. The other two owners are my 
brother and cousin. My brother and I served as pilots in the war. I 
was in the Army Air Force and my brother flew in the Navy. 
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I am also treasurer of the Aircoach Transport Association and ap- 
pear officially in that capacity. We have no president of the asso- 
ciation. He was one of those in the Alaska nonsked field who was 
recently forced to close his business by CAB orders. You have heard 
of that during these hearings. 

I am happy to appear for the Aircoach Transport Association be- 
cause my brother and I are the founders. We decided to get all the 
nonscheduled carriers together to give us a base of common opera- 
tions for the good of our industry. Our purpose was to work together 
for the public good. We felt that, together, we might attain the 
place of respectability and respect that we feel we deserve in the com- 
mercial aviation industry in America today. I hope that, at least, we 
have taken steps in that direction. 

I shall not try to plead our case or repeat all that has been said. 
I believe that the association brief, filed by our general manager, 
Mr. H. B. Johnston, covers the major and pertinent points and facts 
of our side of the matter. 

I believe that we have a place in the American aviation business— 
the commercial transportation of our people by air. It was the non- 
skeds who created the entire air-coach idea, the idea of giving the 
people low-priced, nonsubsidized air travel. It took 3 years for 
the major airlines to follow our lead—and they found it has been very 
successful for them. For they all have had the greatest financial 
year in their entire histories. 

But I am not here to talk of yesterday. I am here to talk only 
of tomorrow. What has gone in the past is less important than what 
can be done in the future. I have great faith that there is a place 
for both of us, the great major airlines who have contributed much 
to the aviation leadership of America and we of the Aircoach Trans- 
port Association who also have contributed much in our lesser and 
smaller way. We don’t want to supplant them; we only want to 
supplement them, in a reasonably fair, equitable way. We don’t want 
more than a fair share, and that isn’t much to ask. 

I know that you, Mr. Chairman, and your committee want to help 
us. I know that you want to help not only us but the major airlines 
as well. I know that you want to iron out any difficulties that have 
arisen on both sides with the CAB. It will do us little good to 
call the CAB names because we disagree with their rulings. Instead, 
I would like to see you find some common basis on which we all could 
sit down, discuss the problem without anger or hatred, and arrive at 
a solution satisfactory to all. We will not ask much, I assure you, 
only a chance to survive. 

There is only one question in this entire hearing: Do we of the 
supplementary airlines have a place in the field of American commer- 
cial aviation? Or do we not? If we do not, we ought to be told so, 
forthrightly and honestly, so that we can take such action as any free 
American has a right to take in defense of himself and his business. 
If we do have a place, then we should find and define that place in such 
a manner as to stop all the squabbling. I am an airline operator. I 
should be down home running my airline, instead of having to be here 
to fight for mg life. 

I believe we do have a place in the field of commercial aviation. We 
have proved it. More important, I thought that Mr. Patterson, presi- 
dent of United Airlines, was very fair in his statement. He also 
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said that there definitely was a place for us in aviation. And you, 
Mr. Chairman, in your discussion with him indicated that you, too, 
felt that there wasa place. But we must define it. 

Mr. Patterson also talked about a double standard of ethics, that 
there was one standard of ethics for the major airlines and a lower 
standard of ethics for the nonskeds. If this is the case, I am very 
much opposed to it. My own airline, Peninsular, has always tried to 
maintain the highest standards, in every phase of our operation. 

But, if ethics is a problem—and they should be—then I will gladly 
bring up before the membership of my association the need for a code 
of ethics to govern their activities, a code that will be satisfactory to 
all concerned. And I, myself, do not want to be a part of any organ- 
ization which will not readily sign such a code of ethics and stick to it. 
SoI make that promise to you, Mr. Chairman. 

I have one single and practical proposal to make here today. I 
know that you, Mr. Chairman, will give it the fullest consideration. 

Before I make my proposal, I think we have neglected one entire and 
important phase of our business, the employees. They too have a 
lot at stake. With your permission, Mr. Chairman, I want to split my 
time for a brief statement by my chief pilot, Capt. Neil Good, who will 

speak only a few moments for the employees of all nonscheduled air- 
lines. Then, again with your permission, I will return for one brief 
moment to make my proposal, and, of course, to be available to you 
for any questioning that will be of on 4 in clarifying any points which 
may have arisen in your mind during these hearings. 

The Cxairman. We will be very happy to hear Mr. Good. 

Mr. Geop, Mr. Chairman, Lam very grateful to you for allowing Mr. 
Robinson to divide the time given, some of it, with me. 

The Cuarrman. We are very happy to get all the information pos- 
sible in this very, very perplexing question. We are out to help. 

Mr. Goop. To the best of my knowledge I am the only employee who 
has appeared before this committee. The rest of the people have been 
interested in it financially or as operators or against operators. 

I am the chief pilot of Peninsular Transport. I have been 11 years 
in air transport. This includes time in the Naval Air Transport 
Service. 

The CHarrmMaNn. How many copilots have you? 

Mr. Goon, Fifteen. 

The CuatrMan. You have how many planes? 

Mr. Goop. Peninsular now operates 3 planes with another 1 coming 
out of overhaul. 

The CuHarrMan. You may proceed. Iam sorry for the interruption. 

Mr. Goon. In order to establish the background so that I may show 
that I am a representative employee, I have worked for scheduled air- 
lines and I have also worked for several nonscheduled airlines. My 
present position, as I stated before, is chief pilot of Peninsular 
‘Transport. 

Now, I feel that we have, as employees, a great stake in this hearing, 
even more, possibly, than some of the operators.. It is through our 
effort and through our hard work and our sacrifices that many of the 
owners of the certificates, or the airlines which have the certificates, 
have been successful. It is through our efforts that they have been 
able to operate at less and less cost, to bring in benefits to the public. 
Every hearing such as this that goes on, along with every CAB hear- 
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ing, affects our lives even more than it does the owners of the airplanes 
that we fly. 

Every time one of these companies is put out of business it is our 
people who have to start looking for jobs or else go on relief or go on 
unemployment—— 

The Cuarrman. What happens to the man who has the property, 
the airplane? 

Mr. Goop. Well, if I have enough money to own a plane, I won’t 
starve too soon. 

The Cuarrman. They may have had to make a loan 

Mr. Goop. I will admit you have a good point there; maybe they are 
so far in debt that they cannot even pay me my last check. 

The Cuarmman. Well, the question is, where does he go with his 
equipment ? 

Mr. Goon. I will say this, that I know many of them who, having 
been denied the right to haul people in common carriage, have reverted 
to part 45 operation where they are now operating for the military by 
direct charter. If the planes are taken back by the Government and 
the company simply goes out of business, what happens to the 
employees is another problem 

The Cuarrman. Does that complete your statement, sir ? 

Mr. Goon. I have just one more thing, possibly two. 

Before all of this seemingly systematic dissemination of our ranks 
started, we had maybe 10,000 direct employees and another 50,000 
associated in the industry who were making their living from our 
employers. We feel that, through our work and our service, we have 
a right to ask your committee to take a definite stand on this and to 
find what our sphere is in this. We feel that we have earned the right 
to continue; we have earned our jobs and we do not want to continue 
with the future unsolved and have to worry about being unemployed 
tomorrow because the CAB may say, “Your employer is no longer 
operating.” If I do nothing more than bring before the committee 
the fact that there are thousands of employees who are directly affected 
by this, then I have solved my problem here. 

I would ask this committee to have these men together and forget 
yesterday and start thinking of tomorrow. Tomorrow is the future. 
I hope that you can bring all the parties together so that they can sit 
down without anger or rancor and talk it over on a common basis that 
will be beneficial to both scheduled and nonscheduled carriers. 

In that way I can keep my job. I feel that we employees have 
devoted years to building this, along with our employers, and that 
we have the right of this insurance of our future. 

Thank you. 

The Cuatmrman. Thank you, Mr. Good. 

Mr. Robinson, have you anything further ? 

Mr. Rogtnson. Yes. 

Here is my brief proposal. First, we need a stay of execution. 
= ond, I believe that if we can suggest to you a method whereby 

‘an settle all this in a simple way, it may help. At least, it may 
offer food for thought. You have heard “Yes” and “No” many 
times on both sides. Let us dissolve them and come up with a common 
denominator, something to work with. 

I believe that reasonable American men can sit down together and 
reach a solution in this problem. It is ridiculous to have to go on 
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fighting, when all of us, the major airlines, CAB, and the supple- 
mentary airlines all want the same thing: to serve the public. We 
readily recognize that our part must be supplementary and sub- 
ordinate to that of the major airlines. We do not contest that point, 
even if we thought we could. 

Therefore, I propose that you, Mr. Chairman, call a private, in- 
formal meeting of : 

1. Our distinguished general counsel, Senator Claude Pepper, to 
represent us; 

The general counsel of the CAB as the gentleman who is charged 
with interpreting the law under which the CAB operates: 
A counsel to represent the major airlines of this country. 

Talk with them all. Get the different points of view without per- 
sonalities or anger interfering. I am sure that these three gentlemen 
ean find a common denominator which will show the maximum to 
which 0 major airlines and the CAB feel we are entitled in this 
field; we can then determine the minimum which we can accept and 
remain in yi opal Once we have some common ground for dis- 
cussion, without emotion or feelings being involved, we may be able 
to write new history in American aviation and in American defense. 
And you, Mr. Chairman, and your committee will have taken a great 
step forward, not only on behalf of us, who are the small-business 
men, but for the major airlines, too; I am sure they and CAB want 
to find a fair and equitable solution as much as we do. 

Sir, that is all I have to say. Thank you. 

The Cuarrman,. Thank you, sir. 

The next person-is Mr. Peach. 


STATEMENT OF ROBERT E. PEACH, EXECUTIVE VICE PRESIDENT 
AND GENERAL MANAGER, MOHAWK AIRLINES, INC., ITHACA, 
N. Y. 


The CuarrMan. You may proceed. 

Mr. Pracu. I shall state t that my name is Robert E. Peach. I am 
executive vice president and general manager of Mohawk Airlines, 
Inc., a certificated local service airline with headquarters in Ithaca 
N. Y. Mohawk is one of the 14 certificated, whose headquarters are 
at Ithaca, N. Y. 

We are in the local service and we do not fly across the United 
States, carrying people coast-to-coast. We do serve rather thor- 
oughly our chosen geographical area, and we have almost every city 
within that area, down to cities of not more than 5,000 population, 
including, also, however, the larger cities. 

I appreciate the opportunity “of appearing before this committee 
because I do think that those of us who are in the local air service 
do represent a true small business, the small business segment of the 
aviation industry. 

There are 14 existing local carriers who obtained their operating 
authority as the result of thorough and what we believe to be fair 
public hearings before the Civil “Aeronautics Board during which 
competing business and the general public presented evidence and 
testimony to show the desire and need for this local air service and 
also to show the ability of the respective various applicants to furnish 
such air service. 
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Now, it has occurred to me while listening to this testimony in 
behalf of the nonscheduled airlines, that it has been some 5 years 
that we have been operating under our certificate. There was an 
implication that all »f these small-businesses were “nonskeds,” but we 
have operated for 5 years and not through that method. 

Mohawk Airlines itself started in the spring of 1945 before the 
end of the war. It was then known as Robinson Airlines and oper- 
ated 2 single-engine, 3-passenger Fairchild aircraft on 2 round trips 
a day between Ithaca and New York City. 

There were many large gaps at that time in the trunk airline 
network serving upstate New York and throughout the northeast 
United States and it was our attempt to prove that we could fill 
those gaps on an eventually nonsubsidized basis. 

Mohawk Airlines, like the others, was then a veterans’ business. 
It is today. We have 3 vice presidents, all 3 of whom started 
as pilots in 1945 and 1946, with commissions in the armed services 
and flew with the scheduled airlines thereafter and then joined our 
company. Our superintendent of maintenance, again, is a Navy 
veteran and the same thing is true of the bulk of our personnel ; 
they have service records. 

We have some 60 pilots flying for us and all of them but 4 are 
World War II veterans. We have 80 maintenance and communica- 
tions technicians, a high proportion of whom also are veterans; all 
but a very few of them are World War II veterans. 

I wish to make a point which is sometimes obscured by the spokes- 
men for the nonscheduled airlines, that is, that they have no special 
claim to being the only air-transport companies that are operated 
by and employ veterans. I am sure that your committee would find 
upon investigation that all of them, that an extremely large propor- 
tion of the personnel of even the Big Four scheduled carriers partici- 
pated directly or indirectly in the defense efforts during World 
War II. 

Mohawk Airlines in its first month of operation carried less than 
100 passengers. However, demand increased so that in the fall 
of 1945 2 twin-engine, 4-passenger war-surplus Cessna aircraft were 
added. On Easter Sunday 1946 the first of a fleet of 4 brand-new 
7-passenger twin-engine Beechcraft airplanes was placed in service 
and the smaller planes were gradually retired. This new equipment 
resulted in an increase in traffic, and in 1947 the company carried 
approximately 22,000 passengers. 

In the period 1945-47, intrastate routes had been gradually extended 
to include Buffalo, Albany, and Binghamton, which even today still 
form the basic route network of the Mohawk system. 

I mention this in such detail because I would just like to trace 
for you the growth of a “nonsked” or scheduled intrastate carrier, 
which went in different directions. 

In April 1945, concurrently with the commencement of operation, 
an application was filed with the Civil Aeronautics Board for a 
temporary certificate of public convenience and necessity. I wish to 
emphasize that during the entire precertification period of the com- 
pany, we were limited to maintaining intrastate flight operations only. 
In other words, we could not carry a passenger from Binghamton to 
Albany for transfer to another carrier going on to Boston because 
to do so would be a violation of the Civil Aeronautics Act which pro- 
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hibits scheduled interstate transportation without a certificate of 
public convenience and necessity. 

I can’t adequately describe to you gentlemen the determination, 
courage, and tenacity required of the stoc kholders and employees of 
this little company who survived the 8 years’ waiting period while the 
Civil Aeronautics Board acted upon our certificate application. 

Incidentally, in that same proceeding there were more than 50 active 
applicants for the route we subsequently obtained. 

There were many times between 1945 and 1948 when the company 
did not have sufficient cash available to meet its payrolls. Many of 
the present operating officials of the company were paid in stock of 
the company, which at that time was virtually worthless. 

The flight operations that commenced in April 1945, were an honest 
attempt to determine whether the requirements of the public, as set 
forth in the Civil Aeronautics Act, would be met by the certification 
of Mohawk Airlines along the routes proposed. The act requires 
that there be a public need for such air service and that the : yee ow 
selected be competent and qualified to render the service. The bes 
way to establish the answer to both of these questions to the Board 
was in our opinion, to render service, over a period of time, com- 
parable with that proposed in our application. It would have been 

very easy at any time during this period to make considerable money 
by s seirhilitie the cream of the travel demand which soon developed ; 

in other words, by flying on Friday and Sunday afternoons and holi- 
days and at 5 p.m. daily and by canceling flights where a very limited 
number of passengers were booked or by consolidating flights where 
1 plane could be made to carry the passengers booked on 2 sepa- 
rate flights. This is not the kind of service contemplated by the 
Civil Aeronautics Board, however, when it issues a common carrier 
certificate permitting a scheduled operation. Therefore, even in the 
face of intense competition from other applicants in this same certifi- 
cation proceeding, Mohawk stuck to its announced policy of perform- 
ing scheduled-flight service day im and day out over the 3-year period. 

In the course of this time, other intrastate airlines sprung up in the 
area served by Mohawk—like it, owned and operated prim: arily by 
World War II veterans. Unlike our company, however, these lines 
concentrated on skimming the cream of the passenger travel demand 
throughout upstate New York. They did not purchase new postwar 
equipment, which complied with air carrier standards at that time. 
They made no attempt to develop freight business, because that was 
a nuisance. 

They made no attempt to maintain regular service on light traffic 
days for the benefit of the traveling public, nor did they establish 
regular maintenance bases or operations procedures. 

The various communities concerned soon realized that they must 
choose between supporting a company whose demonstrated aims were 
to render common-carrier service day in and day out at the times 
needed and those carriers whose sole desire was to make the maximum 
immediate profit from peak traffic demands. 

Therefore, in the period between 1946 and 1948, while passenger 
traffic continued to develop, the public acceptance of the Mohawk 
service grew. Many substantial companies in our service area in- 

vested their funds to keep Mohawk going, absolutely without guar- 
anty of any kind as to ultimate certification, whether the company 
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would receive airmail payments, or whether the company could con- 
tinue its intrastate operation within the law. Civic leaders and pub- 
lic officials gave generously of their time in compiling and preparing 
statistics showing the use of the service and its Sai growth. 
Several new airports were built, specifically to enable the company 
to introduce larger equipment when the time came. 

The company was awarded by the Board a 3-year certificate. By 
this time, the company had acquired 8 DC-3 aircraft. It had 
built and was operating five airline tetiahe. It had a companywide 
teletype and VHF r: adio system, with qualified dispatchers and 
weather forecasters. It maintained a regular pilot-training program, 
a separate safety inspection department, an adequate stock and in- 
ventory of supplies, and operated in conformity with all of the safety 
items and procedures which I am sure you have heard characterized 
by the nonscheduled airlines as frills. All of these so-called frills 
were developed voluntarily by our company and, of course, in the 
interest of safety, causing an operating deficit to the little company 
of $1,125,000. 

Now, who owns it? Who are these people who invested in com- 
pany funds? As one witness made a point this morning, they are 
people who could choose the kind of service they wanted in the 
community. And this is not unique with Mohawk. It is typical of 
the ownership, management and aspirations of all of the i4 local 
carriers throughout the United States. I doubt whether a similar 
record of local ownership and participation can be shown by any 
other branch of the air-transport industry. 

Now, it is true that the certification process is a long, involved and 
quite expensive process. But it is also true that it is an orderly 
procedure and one that over the years has established the world’s 
finest network of air-transport facilities. 

Now, you know, one of the things all of us are inclined to forget 
about the operation of any common carrier is that you and I are only 
interested in statistics when they affect us. 

Thousands of passengers and millions of letters carried are not as 
impressive as the fact that several years ago when a flash flood de- 
stroyed most of the hospital facilities in Ithaca, N. Y., the director 
of that hospital was able to return from New York City to her duties 
in a matter of hours via a regularly scheduled flight of Mohawk. 
If the nonsked philosophy were adopted she would only have been 
able to return in similar time by chartering a private airplane or if 
the emergency happened to arise on a Friday afternoon or another 
peak period. It is that scheduled dependability which measures the 
extent of public service rendered by a common carrier. 

During the course of the public hearings in this proceeding, a steady 
stream of interested witnesses from every city on the Mohawk routes 
testified before the Civil Aeronautics Board as to the value of the 
service which they had received over the past few years from the 
company. Again, they had an opportunity to choose the kind of air 
service they wanted. 

You have this procession of civil witnesses who come down there 
to tell the Civil Aeronautics Board what they want in the way of air 
service. That is particularly true when 1 of these 14 local carriers 
comes before it; they engender that kind of support. I want to ask 
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whether that kind of support will ever be forthcoming for the so- 
called nonsked carrier. That is the kind of support we get. Where 
we get high-priced executives and civic leaders to come down and 
support something in which they have no financial interest, they want 
that air service. 

Many, many times you must hear stories of people who have moved 
new industries to a new location just because they have scheduled air 
transportation, not because they might get a plane on Friday afternoon 
but because they get this air service day in and day out. 

Our little company today is participating in three different small 
Government contracts, each of them in developing new equipment 
which may well revolutionize air navigation in the United States not 
only for scheduled carriers but for the private and commercial pilot 
and these programs would not be possible unless we had the perma- 
nence, the recordkeeping and the know-how of a scheduled air carrier. 

One of the nonscheduled operators mentioned the obligation that 
they feel to participate in the military airlift. Ishould think so. We 
felt it, too, in the local service. Now, however, although we have been 
consistently underequipped and undercapitalized, and in spite of the 
fact that the profit to be made in the military airlift is in the inter- 
national operation, we furnished airplanes to the domestic airlift and 
our company operating 10 planes made 2 or 3 of those available to 
the military throughout the last half of 1951 and 1952. We did not 
make much money init. We could have better used them. However, 
we did that. 

On April 5, 1953, Mohawk Airlines commenced the ninth year of 
its operations. It employs 230 people. During this year Mohawk 
will carry more than 170,000 people, approximately 900 tons of freight 
and express, and 200 tons of airmail. 

‘The Cuarrman. How many planes do you have? 

Mr. Peacu. Ten DC-—3’s, 24-passenger. 

The CuatrmaNn. Between what points do you fly ? 

Mr. Pracu. We fly Buffalo, Rochester, Syracuse, Utica, Rome, 
and Albany, with certificate authority to extend that route which has 
not yet been started in Massachusetts, the cities of Pittsfield, West- 
field, Springfield, Worcester, and Boston. 

The Cusanesn, In what year were you organized ? 

Mr, Pracu. In 1945, and we are just starting our ninth year in 
business. 

The Cuarmman. What are your principal problems? 

Mr. Pracn. Our greatest problem is equipment, No. 1; and, No. 2, 
the threat constantly facing us, having built up this travel demand 
in some cities where it did not exist before, that the nonscheduled car- 
rier will be allowed to waive the certification process and come in 
and skim the cream. 

The Cuarrman. So your concern is about the nonscheduled company 
coming in and taking over some of your business ? 

Mr. Peacu. That is certainly our concern before this committee 
and it is one of our greatest concerns in business. In the communities 
of Ithaca and Rome which had no service, we now serve them with 22 
scheduled flights a day, we transport some 200 passengers a day and 
that will soon become a very profitable single market. That is the 
kind of a market that we do not want to have someone else come into. 
We hope it will not be possible. 
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Incidentally, we have today a net worth of nearly $1 million, in 
spite of the accumulated earned deficit of more than $1 million as 
of the start of its certificated operation, and we have received nearly 
two-thirds of the total revenue from commercial and nonmail sources. 

Mohawk Airlines looks forward with confidence to the time when 
no element of subsidy will be present in its mail payments. This can 
only be possible, however, if your committee and the other Government 
agencies concerned continue to recognize that the local carriers have 
created substantial new businesses where none existed before ; that local 
carriers are, therefore, entitled to assurance that any applicant for a 
portion of this new small business must go through the same public 
hearings and certification processes that they went through; that 
local carriers will continue to receive a reasonable and constantly 
decreasing level of mail-pay support which will enable them to build 
for the future; and that local carriers will not be submitted to cream- 
skimming competition. 

We assure you that the very nature of our owner ship, our concept 
of doing business and the demonstrated record of our development is 
proof that we are sincerely interested, and have thus far succeeded, 
in creating at least 14 new small businesses in this country, of which 
we are proud. 

We greatly appreciate the assistance which members of the Congress 
and the Civil Aeronautics Board have extended to us throughout this 
growth period. We hope the results shown justify your continued 
faith in us. 

I thank you for this opportunity to appear before you. That is all. 

The Cuarrman. Thank you, sir. 

The next witness is Mr. David. 


STATEMENT OF NELSON DAVID, PRESIDENT, ALASKA AIRLINES, 
INC., SEATTLE, WASH. 


Mr. Davip. My name is Nelson David. Iam president and general 
manager of Alaska Airlines, Inc., which is a scheduled certificated 
carrier providing passenger, cargo, and mail service within the Terri- 
tory of Alaska, and also between the United States and Alaska, as 
shown on the map which I have distributed to the committee. 

For the past few years your committee has been giving particular 
attention to the welfare of small business in the air -transport industry. 
I should think it could be agreed that our company along with all air 
carriers serving Alaska, excepting Pan American and Northwest Air- 
lines, fall into the small business category. The total assets of our 
company amount to a little over $2 million as compared to those 
of United Air Lines, for example, of $153,000,000; and Pan American, 
in excess of $200 million. Our payroll lists approximately 430 per- 
sons, the majority of whom are stationed at various points in the 
Territory. 

Your committee has also focused upon the question of nonscheduled 
carriers within the framework of our air-transportation pattern 
I will not speak on this subject insofar as it applies to air transporta- 
tion within the United States, where our company operates only to 
Portland and Seattle; nor as it applies to air transportation to the 
many small isolated points within the Territory of Alaska where the 
nonscheduled carriers have never attempted to provide service. I 





_ re 





FUTURE OF IRREGULAR AIRLINES 341 


will primarily address myself to the question of air transportation 
between the United States and Alaska as it exists today, that is since 
May of 1951, when the Civil Aeronautics Board and the President 
doubled the number of scheduled certificated carriers between the 
United States and Alaska from 2 to 4. 

In order to clear up some of the misconceptions which often cloud 
an appraisal of the United States-Alaska air transportation picture, 
let me briefly touch upon the arguments which have been presented 
to this committee in the recent past by nonscheduled carriers, and, in 
particular, Air Transport Associates which is fostered by Mr. Amos 
Heacock. 

First of all, the impression is always given that the development 
of low-cost, volume air transportation between the United States and 
Alaska was the result of Air Transport Associates and its contem- 
poraries. This is completely incorrect. The story begins back in 
1946, some 2 years before ATA was even incor porated, when Alaska 
Airlines, a Territorial carrier thoroughly acquainted with the needs 
of the Territory, purchased several DC-—4 aircraft and put them into 
nonscheduled service between the United States and Alaska pursuant 
to the authority contained in part 292.2 of the Board’s economic regu- 
lations. During the year ending May 31, 1948, our little company 
carried over 5 million pounds of cargo to the Territory as a result of 
aggressive development and handling of traffic. When we ran afoul 
of the frequency limitations prescribed by the Board for nonscheduled 
carriers in 1948, we sought to acquire the certificate of public conven- 
ience and necessity which we now hold so that we could render volume 
service and continue our pioneering efforts to develop air transporta- 
tion between the United States and Alaska. Air Transport Asso- 
ciates had exactly this same opportunity to seek a certificate in the 
United States-Alaska case. It chose, for reasons unexplained, not to 
file such an application until May of 1949, over a year after the case 
had commenced and after the hearing had been completed and briefs 
to the examiner submitted. 

Second. We often hear how Air Transport Associates pioneered 
the air carriage of food products to the Territory. Again, this is 
not correct and the story begins long before that company started to 
operate. It was largely Alaska Airlines which actually stimulated 
the development of the air movement of such products on a large scale 
which had never historically moved by air before. Thus our repre- 
sentatives first convinced Alaskan retailers that a good potential 
existed in the sale of airborne fresh meat. Then we went to sources 
of supply in the United States and arranged for the special prepara- 
tion of meat for air shipment. The same is true in regard to fresh 
milk. I am told that sometime ago ATA brought an alleged Eskimo 
princess to Washington to plead with the “Great White Father”, pre- 
sumably President Truman, for a continuation of its service so that 
she and other Alaskan children could have milk. 

Leaving aside, for a moment, the fact that it is Alaska Airlines and 
other Territorial carriers who serve the Interior of Alaska where the 
Eskimos live, and not the nonsked carrier, let’s look in back of promo- 
tional stunts to see who really generated the development of the mar- 
ket in Alaska for airborne fresh milk from the States. I would refer 
you to the testimony of Mr. Phillip C. Dybro, of the H & D market in 
Anchorage, at pages 791 to 794 of the transcript in the United 
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States-Alaska case, back in 1948 when he pointed out how Alaska Air- 
lines representatives contacted suppliers in Seattle, explained the need 
for milk in the Territory, secured a price somewhat below the market 
price for volume shipments, arranged for refrigeration, and then 
flew the milk to Anchorage. The volume of H & D's milk sales in- 
creased from 200 quarts to approximately 7,000 quarts a week. 

Third. We often hear of the dire results which will follow should 
the nonscheduled operators cease service between the United States 
and Alaska. I suppose the Eskimo princess incident was an effort to 
dramatize this contention. Whatever the situation prior to May of 
1951, when the number of scheduled carriers between the United 
States and Alaska was increased from 2 to 4, the fact is that no such 
situation exists today. If much of the material is analyzed which Air 
Transport Associates has submitted to this committee, as well as to 
other committees in Congress, it will readily be seen that it consists of 
resolutions, statements of position, etc., regarding the inadequacy of 
air transportation which predated the decision in the United States- 
Alaska case when, as you know, the number of scheduled carriers was 
doubled by the Civil Aeronautics Board and the President. In the 
month of January 1953 the certificated carriers scheduled northbound 
20 flights per week to Fairbanks and 24 flights per week to Anchorage, 
or a total of approximately 190 per month, exclusive of extra sections 
flown. During the peak period this spring and summer the number 
of these flights will, of course, be substantially increased. Alaska 
Airlines, for example, has additional aircraft time available which it 
can use for cargo service and which it will utilize when it is necessary 
to do so. All the certificated carriers have had available unused 
space with which to carry additional passengers and freight. 

Fourth. The nonscheduled carriers claim that they have been 
responsible for the reduction of rates and fares to the Territory. 
This is indeed a disputatious issue. Regardless of whoever is right or 
wrong, however, the fact remains that during the past few years 

rates and fares to the Territory have tumbled to a far greater extent 
than they have, for example, in the domestic United States services. 
From 1948 to 1953, fares from Seattle to Anchorage by scheduled 
carrier have been reduced from $120 to $75; and to Fairbanks, from 
$120 to $90. Cargo rates for general commodity shipments over 100 
pounds to Fairbanks have been reduced from 68 cents in 1946 to 19 
cents today. Similar substantial reductions have been made in the 
cargo rates to Anchorage. It might be unfair, but I doubt it, if I 
were to say that Air Transport Associates should have no credit for 
developing any reduction in rates in the interest of the Territory. 
I call to your attention the fact that ATA vigorously protested the 
fare reduction of Alaska Airlines to Fairbanks from $105 to $90 last 
summer, and has usually charged identical cargo rates as the scheduled 
carriers. 

Fifth. The loudest argument which the nonscheduled carriers to 
Alaska have advanced of late is superficially a most appealing one: 
that they can operate at less cost than the certificated carriers receiving 
mail pay support from the Government and, therefore, should be 
allowed to remain in unfettered competition with the scheduled 
carriers. 

I have seen various charts which Air Transport Associates has 
frequently circulated setting forth comparative costs. With respect 
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to these charts, I wish to say I am sure that it is not necessary to point 
out to this committee the fact that there is a debatable background to 
any final per mile cost figure. There are argumentative positions 
regarding the method of accounting employed and the unit measure 
utilized. The problem is that final comparative cost figures are easy 
to develop, but exceedingly difficult to rebut without a detailed analy- 
sis of balance sheets and profit and loss statements which cannot be 
accomplished extemporaneously. I would, however, refer you to the 
record in the Pacific Northwest-Alaska tariff proceeding, where such 
an analysis was accomplished in some detail. You will find evidence 
in that record, for example, that Air Transport Associates’ costs, as 
presented, were greatly deflated in that they did not include any 
accrual for any aircraft overhauls on all five of its C-46 equipment 
that were due at the end of 1952 and early 1953. This item alone 
amounted to $100,000. You will also find evidence indicating that the 
pilots of ATA were flying in excess of the limits provided in part 
42.48(a) (4) of the Civil Air Regulations and have been paid below 
permissible limits. These are lower costs in need of scrutiny. 

Of further importance is an exploration as to other basic reasons 
why a nonscheduled carrier between the United States and Alaska 
may temporarily appear to operate at lesser cost than a scheduled car- 
rier. We submit that when these reasons are analyzed it becomes evi- 
dent that if the nonscheduled carriers can temporarily conduct an 
operation at a cost below that of a certificated carrier, it is not through 
any special virtue of their own, but simply because the Board and 
circumstances have given them rules and regulations under which they 
can operate which are less stringent than those prescribed for the 
scheduled, certificated carriers. For example, a nonscheduled airline 
may utilize C+46 aircraft leased from the Government at a nominal 
rental for passenger operations which a scheduled carrier cannot use. 
It is also released from the requirement of dispatchers. Such factors 
and others of a similar nature mean less expense. When, however, a 
nonsked such as Air Transport Associates grossly exceeds the fre- 
quency limitations provided by the Board, we find it in the anomalous 
position where it can argue lower costs because it can use an aircraft 
which the scheduled carrier cannot use for passenger operations and 
take advantage of exemptions not available to a scheduled carrier. 

Finally, of course, the relief from certificate and scheduling respon- 
sibilities allows a nonscheduled operator to select the most heavily 
traveled routes upon which to concentrate and to wait around until 
it has a fully paying plane load at whatever fares may have been 
charged. A certificated carrier, on the other hand, bears the public 
responsibility and obligations under his certificate to maintain a pub- 
lished schedule service so that mail, as well as cargo and passengers, 
can depend upon the reliability of service upon which air commerce 
is built. Often, of course, this means that the scheduled carrier, un- 
like the nonsked, must take off without the most desirable load factor. 
The effect of the nonsked diverting traffic from Alaska Airlines heavily 
traveled run between Seattle, Portland, and Fairbanks is to divert 
revenue which would defray the cost of Alaska Airlines’ service to the 
many isolated points in the Territory of Alaska which it services, such 
as McGrath, Unalakleet, Nome, Kotzebue, and Kuskokwim and Yukon 
River points. 
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I have spent a good deal of time discussing the question of scheduled 
versus nonscheduled airlines between the United States and Alaska 
and the various charges and claims which they have made in the past. 
However, what is of more real interest to me—and I feel it may be 
to your committee—is the exciting story of the unbelievable potential 
of Alaska, and its relation to small business. 

Today the Alean Highway is traveled by young men with their 
families and their belongings heading up to our country’s last frontier 
to start out life anew just as their great-grandfathers did many years 
ago on the covered-wagon trails. They are responding to the great 
need of Alaska for new citizens to aid in developing Alaska’s forest, 
oil, and mineral resources; to fabricate timber, furs, and minerals; to 
cultivate lands; to build roads, airports, and homes; to develop hydro- 
electric power potentialities; to build a tourist industry. ‘The Terri- 
tory is moving forward, but much remains to be done. An enormous 
uncovering has begun in a really tremendous territory. 

It is the frontier of our country and, in fact, of this continent, in 
more than one way. It is the first line of defense against a dangerous 
and powerful enemy who once owned Alaska and now covets it again. 
The bush pilots of our company serving the small settlements along 
the Bering Sea can see Siberia on a clear day. 

It is a land which has tremendous commercial possibilities. Prior 
to my joining Alaska Airlines last July, I was director of the Central 
European Region of Pan American. Including war service as a mem- 
ber of our armed services, I spent a little over 8 years in Europe. In 
the course of my work there, I had frequent occasion to be in Sweden, 
Norway, Denmark, and Finland. In studying and viewing Alaska 
as I have been doing, I cannot help but be exceedingly impressed with 
the similitude of Alaska and the Nordic countries of Europe. They 
are, as you know, at approximately the same northern latitudes as 
Alaska and I can see no reason why, with the passage of time and 
with a coordinated policy and encouragement from our Federal Gov- 
ernment, Alaska cannot reach the same stage of development as those 
countries. As you may know, those 4 northern European countries 
have populations totaling approximately 18 million people. They. 
are self-supporting and hav e fairly good standards of living. 

Our Alaska Territory is an almost untouched storehouse of natural 
wealth. I am informed that as late as 1950 only about 1 percent of 
the Territory had been mapped on scales suitable for any detailed 
analysis of the geologic features that pertain to mineral exploration. 
Less than half has been covered by exploratory mapping of a type 
permitting an evaluation of the geologic features of unknown areas. 
In the past, of course, gold has always been the principal metal mined. 
In recent years it has been caught in the squeeze between a pegged price 
of gold and rising costs. Of even more importance now, however, 
is the fact that Alaska has many minerals vital for our national defense 
as well as for use in our normal economy. Take antimony, for ex- 
ample, a strategic metal, our primary sources of which have been 
China and Korea in the past. There is a large antimony field in the 
area north of Mount McKinley and there are two small mines at 
Stampede and Slate Creek producing this mineral. The same story 

can be repeated with tin, which is now being developed in the Deward 
Peninsula, with oil which has tremendous } prospects in a number of 
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areas, and with copper, cal, silver, mercury, tungsten, gypsum, lead, 
and chromite. 

Some believe, perhaps, tothe contrary. Iam inclined to think, from 
observing Scandinavia, that agriculture has a large undeveloped 
potential in the Territory. In the last few years, farming has been 
limited to the Mantanuska Valley outside of Anchorage and the 
Tanana Valley near Fairbanks. More recently, however, settlers have 
been moving in on the Kenai Peninsula, south of Anchorage, and 
thriving frontier towns are developing. Animal husbandry also has 
a future and not only on the Kenai Peninsula, where it has already 
gotten a start, but on Kodiak Island and the Alaska Peninsula. 

1 could expand my enthusiasm about the terrific potential of Alaska, 
which is shared by many, many others, over pages of testimony but 
I must limit this. However, I do now draw for your reflection the 
comparison between the Territory and the West of continental United 
States a hundred years ago, and point out how, with the same sort 
of assistance, the Territory’s present small boom can became the basis 
for a giant economy and a powerful right arm of the United States, 
Gentlemen, small business in Alaska needs a truly strong sponsor like 
your committee. 

Various Federal departments and agencies are individually en- 
deavoring to help in the Territory, such as the Department of the 
interior, the Department of Defense, the Post Office Department, the 
Civil Aeronautics Board, the Bureau of the Budget, and certain others, 
Let me give you an example involving the Post Oflice Department. 
As you know, there are few roads and only one railroad in the Terri- 
tory. West of a line drawn between Anchorage and Fairbanks there 
is no effective means of transportation overt: ind exce ept the dog team 
and the airplane. Long ago a number of pioneering companies, in- 
cluding Alaska Airlines, started developing se heduled air tr ansporta- 
tion in these isolated areas, providing strong support to the many 
communities there, Back in 1939, we carried 5,771 passengers, 995,000 
pounds of freight, and 34,900 pounds of mail in the Territory. Last 
year we carried in the Territory over 28,000 passengers, 5 million 
pounds of freight, and 2 million pounds of mail. The tremendous 
increase in mail poundage—over 57 times as much—was due in a 
measure to a Post Office decision in 1938 to handle all Alaskan mail on 
parcel-post rates. Today the bush planes of Alaska Airlines on 
scheduled services down the Kuskokwim and Yukon Rivers, along 
the Bering Sea, and the mining communities outside of F: airbanks, 
earry everything by air from celery to machinery, which in this coun- 
try would move by surface. In some instances the parcel-post rate 
in the Territory is about one-sixth of the cost to a shipper had he 
shipped under our cargo tariffs. This, obviously, is a direct subsidy 
of the Post Office Department to the panes in the Territory in the 
interest of the development of the Territory, Alaska Airlines heartily 
approves of this assistance, although of course it is a subsidy direct 

to the consumer and not to the airlines. 

The Civil Aeronautics Board has also, to some extent, had a policy 
of developing the Territory by supporting the eight small certificated 
scheduled carriers in the Territory who provide, in most instances, the 
only form of transportation between Alaskan communities. (Inci- 
dentally, these companies are truly small businesses, with total assets 
in 1951 of $714 million, as compared, for example, to American Air- 
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lines’ $148 million.) On April 22, 1953, however, the Civil Aeronau- 
tics Board issued an order directing that an inv estigation be instituted: 
as to whether the number of carriers in interior Alaska should not be 
reduced through mergers, or other means not specified, and whether 
the route structures of these carriers should not be altered in various 
respects. While the end result the Board has in mind may have 
commendable aspects, it must be noted that the presence of this investi- 
gation, coupled with an investigation of whether the United States- 
Alaska routes of two of these carriers should not be added to the 
Western Airlines system, creates a serious obstacle to the Alaskan 
companies in seeking financing because their futures are now so 
unpredictable. 

The point with which I intend to leave you is this: It is unfortu- 
nately true that at the present time each department of the Govern- 
ment dealing with the Territory is developing its interest with respect 
to Alaska on a more or less independent basis. It is certainly not my 

opinion alone that there should be a high-level policy coordinated by 
all branches of the Federal Government and directed toward rapid 
development of the Territory. This coordination needs a sponsor and 
I cannot think of a better one than this committee for, in the begin- 
ning, any pioneering country is a land of small businesses. Our early 
West of the 1800’s and Alaska today first started with small business. 
Everyone must agree that much of the development of the Territory 
depends upon the way that the Federal Government assists the small- 
business man in the Territory—the true pioneer, not only in his busi- 
ness, but in every aspect of his life. Ido ges that this committee will 
take the opportunity to search into the slumbering aspects of this 
present Dominion and future great State. 

Next to federal assistance, and release from restraint, the most vital 
factor in the development of the Territory is and will continue to be a 
reliable, stable, scheduled air-transportation system between the 
United States and Alaska, and within the Territory. For some time, 
perhaps, some of these carriers will have to depend upon a need mail 
rate. But that is an investment which will pay off in the same way 
and perhaps to as great a degree as the $7,200,000 which Secretary of 
State Seward paid for the Territory 86 years ago. 

The Cuarrman. Mr. David, how many airplanes does your com- 
pany Boney 

Mr. Davin. Approximately 27. That total is made up of twenty- 

some of the bush-type airplanes. They are small airplanes. 

The Cuarrman. In other words, what you mean by “bush” is the 
fact that they are flying around in some of the undeveloped areas, just 
coming in from what you term the “bush country” ¢ 

Mr. Davin. That is right, Senator. These airplanes fly many places 
where there are no regular facilities. In the wintertime they may 
land on skis and in the summer they may be landed on wheels or floats, 
depending on the particular route. 

The CuarrMan. But do they fly regularly scheduled flights? 

Mr. Davip. Yes, indeed. 

The Carman. Do you leave certain days of the week or do you 
leave every day? 

Mr. Davip. Well, it varies. Some schedules are once a week and 
others are 4 or 5 or 6 times a week. 

The Cuamman. Some of these have been in existence for a number 
of years and some of the schedules have just come into existence ¢ 
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Mr. Davin, Well, many of them have been in existence for—well, 
20 years. . 

The Cnamman. Yes. 

Mr. Davip. Or more. Occasionally there will be new schedules 
opened up. 

The Cuarrman. It has developed into what you now call the Alaska 
Airlines and it comprises quite a number of different individuals who 
have come in to become partners in the Alaska Airlines ? 

Mr. Davin. Well, lie of our own company, it was made up 
of several other companies that went together a number of years ago; 
and that was also true of various other Alaskan carriers. Probably 
in the initial instance in almost every case it was a single man who 
started out with an airplane flying a route, and it developed from 
that. 

The CuHatrmMan. They are there to serve. 

Mr. Davin. They are there to serve. And many places where they 
fly, the aircraft is about the only way that you can go unless you 
brought along another airplane of your own. At this time of the 
year up around the Yukon all of the snow has not passed off, and 
we will go up to a place like Holy Cross up the Yukon where there is 
a large Catholic mission and Father McIntyre will come out with a 
dog team and pick up the mail, which is fairly heavy. Everything 
that comes in there, comes in by parcel post and we pick up the mail 
3 or 4 times a week. 

The Cuatrman. You have a contract with the Government on mail? 
Do you receive a subsidy ¢ 

Mr. Davm. We have mail pay, we have a certain formula that is 
applied with respect to our operation, at the end of each month 
caleulated by the Post Office Department, and we, of course, are paid 
by the Post Office Department. 

The Cuarrman. After the war when you were operating in foreign 
countries were you over foreign countries like Scandinavia? 

Mr. Davin. Yes, sir. 

The Cuatrman. Operating some Scandinavian airlines? 

Mr. Davin. No, sir, after the war I was European manager for 
American Overseas Airlines and when that was merged with Pan 
American in 1950 I went with Pan American and I was the director 
of Pan American’s central European agency. 

The Cuarrman. Thank you very much, Mr. David. 

We will continue the hearings tomorrow morning, the last hear- 
ing, on the irregular airlines, and it will commence at 10 o’clock and 
will be heard in room 457 in the Senate Office Building. 

Mr. Fred M. Glass, director of the Aviation Department of the 
Port of New York Authority, has submitted a statement which will 
be incorporated in the record at this point. 

(The statement referred to is as follows:) 


Tue Port or New YorK AUTHORITY, 


New York 11, N. ¥., May. 5, 1953. 
Hon. Epwarp THYE, 


Chairman, Special Subcommittee, 
Senate Small Business Committee, 
Senate Office Building, 
Washington, D. C. 
My Dear SENATOR: I am advised that your committee is currently holding 
hearings concerning the operations of noncertificated air carriers. Inasmuch 
as a great number of these operators serve the New Yerk area, I thought that 
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the enclosed information reflecting statistics concerning such operations would 
be of interest to your committee. 
Sincerely, 
Frep M. GLAss. 


THe Port oF NEw YOrK AUTHORITY 
AVIATION DEPARTMENT 


The attached tables summarize nonscheduled air carrier activity at the four 
Port Authority Airports for the period 1948-52. The tables cover passenger, 
eargo, and flight volumes at each of the four airports separated into domestic 
and overseas operations. 

As noted on the tables, no records of passenger or cargo traffic at Teterboro for 
the years 1948—50, are available since the only airport traffic records maintained 
at the airport during this period were CAA tower reports which contain only 
aircraft arrivals and departures. Therefore, in order to provide comparative 
5-year totals, subtotals excluding Teterboro traffic have been included in the 
tables. , 

The following table shows _ percent of the eed total air carrier 
trafiic, which was accounted for by the nonscheduled carriers 


Percent nonscheduled air carrier of total Air Carrier Traffic at Port Authority 
Lirpor ts 


1048 1949 1950 1951 1952 


Percent | Percent | Percent Percent Percent 








Passengers 2.4 3.9 5.3 5.1 3.6 
Cargo 14.0} 7.7) 19} 68 4.7 
Plane movements . 6.0 | 8.5 6.7 8.0 4.4 

| | | | | 

Nonscheduled Air Carrier Traffic at Port Authority Airports (1948-52) 

1948 1949 1950 | 1951 | 1952 
| | 
A. DOMESTIC PLANE MOVEMENTS 

LaGuardia J 3, 677 5,153 | 4,925 5, 860 
New York International v 400 494 611 | 1, 137 
Newark. ..-- a : 6,160 | 6,049 | 5,515 805 
Total ; 10, 237 | 11,696 | 11,051 7, 802 
Teterboro. - 23 , 586 | 7,125 | 5,276 | 4, 151 
Grand total 18,821 | 16,327 | 22,063 | 11,953 
R. OVERSEAS PLANE MOVEMENTS ; 
LaGuardia / | 8 | 33 | IS 83. 7 
New York International aa 359 | 461 467 486 569 
Newark... ; 328 497 237 | 43 13 
Total : 687 966 737 541 | 582 


‘Teterboro. -- , ‘ : Lika je I resie ay pe | 














Grand total ‘ 4 d 7 687 | 966 737 
Cc. TOTAL PLANE MOVEMENTS F | 
LaGuardia J 4 étae -----| 3,677 | 5,161 4, 958 
New York International : ; f 759 955 1, 078 
Newark. ; | 6,488 | 6,546! 5,752 | 
Total 10, 924 12, 662 ii, 788 18, 656 | | 384 
Teterboro _- =k a ohddn-il- ede ~cid 586 | 7,125 | 5,276) 3 068 . 151 
Grand total pint ae oe om — 11, 510 19, 787 17, 064 | 22, 604 | 12, 535 


Nore.—Includes both arriving and departing flights. 


Source: Port Authority records, except for the years 1948-50 at Teterboro which are taken from CAA 
monthly summaries of air traffic c ten operations. 
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rould ‘ i 
1948 1949 1950 1951 1952 
SS, 
A. DOMESTIC PASSENGERS j 
( lia 31, 901 68, 131 118, 121 186, 030 207, 141 
York International 626 882 1, 643 3, 347 4, 125 
Newark 7, 181 74, 407 128, 605 129, 289 9, 019 
Total 69, 708 143, 420 248, 369 318, 666 220, 285 
four terboro ( ( 6, 541 9, 574 
ager, Grand total 69, 708 143,420 | 248, 369 325, 207 229, 859 
estic 
FP. OVERSEAS PASSENGERS 
f LaGuardia 122 743 299 
) tor New York International 5, 966 8, 403 11, 403 10, 555 18, 366 
ined Newark 8, 835 17, 673 10, 738 2, 263 605 
only aii " ‘ir 
. Total 14, 801 26, 198 23, 442 13, 117 18, 971 
itive alles ‘ 
the . 
Grand total 14, 801 26, 198 23, 442 13, 117 18, 971 
rier C. TOTAL PASSENGERS 
Guardia 31, 901 68, 253 118, 864 186, 329 207, 141 
New York International 6, 592 9, 285 13, 607 13, 902 22, 491 
wark 46, O16 92, O80 139, 340 31, 552 9, 624 
rity . 
E Total 84, 509 169, 618 271, 811 331, 783 
boro ( ( 6, 541 
J Grand total 84,509 | 169,618 | 271,811 | 338,324 248, 830 
4 ~- 
Not available: The only source of traffic records at Teterboro for the period 1948-50 is the CAA monthly 
ummaries of air traffic contro] operations. These summaries cover plane movements only. They do not 
>. 6 record passengers. 
‘ ‘ Source: Port Authority records. 
1948 1949 1950 1951 1952 
A. DOMESTIC CARGO (TONS) 
952 
LaGuardia 7 28. 2 7.2 2.6 4.8 
New York International 3 56. 2 55. 6 857. 4 631.4 
Newark 8, 6 5, 108. 9 971.7 1, 041.2 324.4 
RF 
, 137 Total 9, 025. 6 5, 193.3 1, 034. 5 1,901.2 960. 6 
805 Teterboro. { ( { 4,424.4 3, 491.3 
S02 Grand total -.-- « “ 9, 025. 6 5,193.3 1, 034. 5 6, 325. 6 4,451.9 
151 
B. OVERSEAS CARGO (TONS) | 
Y. 
LaGuardia 
New York International 369. 3 924.0 878. 1 1, 305. 5 966. 6 
Newark 215. 2 127.3 &5. 7 
109 = = fanmes 
13 Total . 584. 6 1,051.3 963. 8 1, 305. 5 966. 6 
Teterboro ( (') ( 
j82 
Grand total 584. 5 1, 051.3 963. 8 1, 305. 5 966. 6 
582 C. TOTAL CARGO (TONS) 
LaGuardia 251.7 7.2 2.6 4.8 
New York International 391.6 933.7 2, 162.9 1, 598.0 
860 Newark- 8, 966. 8 ee 1, 057.4 1,041.2 324.4 
706 ‘ 
818 Total 9, 610.1 6, % 1, 998.3 3, 206. 7 1, 927.2 
= Teterboro. . ‘ (‘) (') 4,424.4 | 3,491.3 
Grand total ‘ 9, 610.1 6,244.6 | 1,998.3) 7,631.1 5, 418. 5 





1 Not available: The only source of traffic records at Teterboro for the period 1948-50 is the CAA monthly 
summaries of air traffic control operations, These summaries cover plane movements only. They do not 
record carg9. 

LA Note.—Totals for 1948 and the Ist half of 1949 include cargo carried by Slick Airways and Flying Tigers 
who became certificated all-cargo carriers in June 1949. 
Source: Port Authority records. 


oan, 


The Cuamman. We will recess to continue tomorrow morning at 
10 o’clock. 
(Whereupon, at 12:55 p. m., the subcommittee recessed to reconvene 
at 10 a. m., on Friday, May 8, 1953.) 
83796—53——23 
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FUTURE OF IRREGULAR AIRLINES IN UNITED STATES 
AIR TRANSPORTATION INDUSTRY 





FRIDAY, MAY 8, 1953 


Untrep Srates SENATE, 
SuBCOMMITTEE ON Retations oF Busrness WirH 
GOVERNMENT OF THE SELECT COMMITTEE ON SMALL Business, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:05 a. m., in room 
457, Senate Office Building, Senator Edward J. Thye (chairman of 
the full committee and chairman of the subcommittee), presiding. 

Present: Senators Thye (presiding), Hendrickson, Sparkman, and 
Hunt. 

Also present : Laurance G. Henderson, staff director. 

The Cuarman. The committee will please come to order. 

The first witness we had scheduled was a Mr. John C. Leslie, but I 
understand that Mr. Leslie is not here and will not be here until about 
10:30. Therefore, we will call on Mr. Alexander G. Hardy of Na- 
tional Airlines. We are glad to see you here, Mr. Hardy. You have 
been here the several days we have held hearings. 

Mr. Harpy. I have been present at most of your meetings, though 
I missed a couple. 

The Cuatrman. Yes, I have noticed your presence. 


STATEMENT OF ALEXANDER G. HARDY, WASHINGTON, D. C., 
EXECUTIVE ASSISTANT TO THE PRESIDENT OF NATIONAL AIR- 
LINES, INC., MIAMI, FLA. 


Mr. Harpy. Mr. Chairman, my name is Alexander G. Hardy. I 
am executive assistant to the president of National Airlines, Inc. I 
thank you for the privilege of appearing before you today. 

National Airlines operates between New York, Florida and Cuba, 
and between Florida and New Orleans, serving numerous intermediate 
cities, both large and small. National serves many small cities which 
are in the feeder-line category. We are able to serve these small cities 
without subsidy because we make a profit on the long-haul high-density 
routes, 

National has the most intensive pattern of air-coach service of any 
carrier in the industry. National provides a larger percentage of its 
service at coach fares than any other certified and improved coach 
service in the industry. 

In view of the record here of the past few days, Mr. Chairman, it 
may surprise you to know that in the last year, 1952, 37 percent of 
National’s entire revenue passenger-miles were devoted to coach. 
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The Cuarrman. How many planes does National have, Mr. Hardy? 

Mr. Harpy. We have at the present time 14 DC-—6 type airplanes. 
Eight of those are the new model DC-6-B. We have 3 DC-4’s, 11 
Lode Star’s, and we have 2 C-46’s on lease from the Army that we are 
using in cargo operation. 

The Curran. In what year did National Airlines commence its 
operations ? 

Mr. Harpy. National Airlines started as a very small operation in 
1934. It was at that time a proprietorship. 

The CHarrman, 1934? 

Mr. Harpy. Yes, 1934; it started in late 1934, and is one of the grand- 
father carriers. Asa matter of fact, in 1938—— 

The Cuarrman. Have you ever endeavored to become an established 
scheduled operator ? 

Mr. Harpy. We are a scheduled. We are a certificated carrier. 
We are what we consider to be one of the better certificated carriers, 
Mr. Chairman. To make it clear for you as to some of the history 
of our company, National Airlines in 1938, at the time of the passing 
of the Civil Aeronautics Act, was in operation from Miami to Day- 
tona Beach, serving some intermediate cities. 

Then it had a break in its system and flew from Jacksonville across 
to New Orleans via Tallahassee, Marianna, Pensacola, Mobile, and 
Gulfport. Today National, of course, has a network which goes up 
and down the east coast. 

We are primarily certificated by the Board to provide east coast com- 
petition for Eastern Air Lines, and that is why I wanted to point out 
and make clear to you that we, as a certificated carrier, last year de- 
voted 37 percent. of our total revenue passenger-miles to coach, and 
our coach allocation this year is going to be even greater. 

The Cuamman. Have you added additional planes since you es- 
tablished coach service. 

Mr. Harpr. We are in now what we call our $30 million equipment 
program. We have had delivered within the ast 9 months 8 new 
DC-6-B aircraft. We anticipate getting further delivery this year 
of 2-engine aircraft Convair type, Convair 3-40’s—8, to be more 
precise. 

The Cuamman. Did you commence as a scheduled operator at the 
outset ? 

Mr. Harpy. We commenced as a contract carrier with the Post 
Office Department. Mr. Baker made a bid and got those two routes 
that he had at the time of the enactment of the Civil Aeronautics 
Act, and we have proceeded from there; and by applications, long 
drawn-out proceedings and hard fighting, we have been certificated 
by the Civil Aeronauties Board to have more extensive routes than 
we had originally. 

The C AB, as you know, has taken the position that some of the 
weaker carriers that were in existence at the time of the adoption of 
the Civil Aeronautics Act should have been strengthened and we are 
one of the ones that have been strengthened in that course. 

Now, Mr. Chairman, I do not propose to discuss all of the many 
issues which have been raised in this and prior hearings. I do pro- 
pose to present a few facts which were not, in my opinion, fully dis- 
cussed by other witnesses. 
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First, the irregular carriers are not “being regulated out of busi- 
ness” as they contend. The irregular car-viers have prospered under 
the very regulations which they contend are unworkable. In the 
currently pending investigation of air service by irregular carriers, 
the Air Coach Transport Association presented an exhibit, Exhibit 
\CTA-2, and I am referring particularly to information contained 
on pages 2 to 4 of that exhibit. That exhibit shows that the irregular 

arriers as a group earned a profit of $4,363,179 during the first 9 
months of 1951 on a paid-in tircusthioal of $3,137,307, and on a total 
net worth of $3,973,839. In other words, they made more than 100 
percent on their investment in one 9-month period. They had an 
ndicated return of approximately 90 percent per year on their net 
worth in 1951. All indications are that a similar pic ture exists today. 

Your heard Mr. Fischgrund yesterday testify that his operation, 
North American, showed a profit for the year 1952 of some $1,300,000. 

There has been no demonstration that these carriers are being 
regulated out of business. They have prospered very handsomely 
under the very regulations which they condemn. The only carriers 
whose authority has beem revoked, as far as I know, are those who 
willfully refused to comply with the law and the regulations of the 
Board, and those who did not use their operating authority. Those 
who operated under the regulations, or reason: ably close to the regula- 
Lions, have prospered. 

It must. be remembered that the Civil Aeronautics Act does not 
give these, or any other group of carriers, authority to ope rate com- 
mon-carrier services without providing a public need for the service. 
It was the Board which gave these carriers restricted authority to 
operate without proving public convenience and necessity, as the 
scheduled carriers have to do. Sometimes, in the course of discus- 
sions, that is forgotten. 

We believe the Board was most liberal in granting authority to those 
irregular carriers. The irony is that a sm: all but determined group of 
the ‘irregulars—having benefited by the Board’s action in granting 
limited exemption authority—now insist that the Board is persec uting 
them because it refuses to give them virtually unlimited operating 
rights without the hearings required by law and without a finding of 
public convenience and necessity. 

No one familiar with the history of nonscheduled and irregular 
exemptions can honestly say that the Board has failed to give the 
irregulars a fair deal. Who gave them their operating rights i in the 
first place ? 

The regulations under which these carriers began operations in 
1946 and thereafter expressly limited them to nonscheduled services. 
The Board made it clear in its decisions in 1946 that nonscheduled 
operations must be irregular and infrequent. Thus, the irregulars 
were on official notice as to the limitation on their operations as non- 
scheduled carriers. It was never a secret, as they'll now try to have 
you believe. ; 

For the purposes of your record, Mr. Chairman, I wish to call 
your attention to this, and, in order to save time, I don’t propose to 
read it, because I know you will exhaustively study the entire record. 
This is the Civil Aeronautics Board report. Volume 6 of the Civil 
Aeronautics Board report issued three decisions on May 17, 1946. 
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One was entitled “The Investigation of Nonscheduled Air Services” ; 
another was “The Page Airway Investigation”; and yet a third was 
“The Transmar Airlines Investigation.” 

This concerned the nonscheduled operators. At pages 1054 and 
1055 of volume 6 of the CAB reports, you will find delineated in 
precise and specific terms the functions and roles of the nonscheds, so 
that they were on notice as to just what their function really was. 
And as you no doubt have seen from reading the Civil Aeronautics 
Board report to this committee on competition in the industry, they 
went further, year after year, and recited those again—elabor ated on 
them and made them precise and specific. So any claim that they 
don’t know where they could operate or how they could operate or 
when they could operate, it seems to me, is a little bit difficult to 
believe. 

The irregulars simply ignore these facts and insist that they are 
being persecuted. We only ask that the committee examine into the 
facts or its own, and we are confident that it will find that these 
irregulars have received most liberal and overly tolerant treatment 
by the Board. 

Second, Mr. Chairman, I wish to get to a subject which National 
Airlines is extremely proud of, and that is our coach activities. The 
irregulars’ claim that they pioneered low-fare service is, indeed, mis- 
leading. The origin of low-fare services is somewhat difficult to tie 
down, due to the fact that m: ny irregulars filed neither tariffs nor 
reports in the earlier days. We do know, however, the National Air- 
lines tried to install sharply reduced summer excursion fares in early 
1948—that is, between New York and Miami on the east coast of the 
United States—but the Civil Aeronautics Board felt that such a fare 
cut would further increase National’s losses at a time when it was in 
serious financial straits, so our tariff was suspended. 

Let me point out specifically to you, Mr. Chairman, at that time 
we proposed to reduce the excursion fares, to under 4 cents a mile. 

Now you heard testimony here yesterday that the certificated car- 
riers were never interested in a 4-cent-a-mile fare, that they were 
driven to the 4-cent-a-mile fare. Here is a specific example of a cer- 
tificated carrier who was a leader in this particular 4-cent-a-mile fare 
on the east coast route. Now at that time National was not aware 
of any apprec iable coach services by the “nonskeds.” 

The Cuarrman. Were you able to accommodate all who were mak- 
ing applications for reservations with you at certain specific seasons 
of the year? 

Mr. Harpy. In 1948? 

The Cuarrman. Yes. 

Mr. Harpy. In 1948 when we applied for this, we were operating 
at a load factor—I am subject to correction because it is off the cuff— 
of something around 35 to 38 percent. We had practically empty 
airplanes most of the time. 

The Cuarrman. You had practically empty airplanes most of the 
time? 

Mr. Harpy. In 1948. 

The Cuatrman. Including the seasons when you might have tourist 
movement ? 

Mr. Harpy. It picked up considerably in the seasonal period, but 
as you know, from the latter part of 1947 to 1948 into 1949, we had 
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a great recession in this industry. And, as you must apprec iate, un- 
like some of the areas in which you travel, National Airlines’ primary 
route is New York- Miami, which is primarily a vacation route. So, 
consequently, this lull is one of the reasons why we were downward 
perhaps more than some other carriers. 

The Cuarrman. You said you applied for an excursion rate, didn’t 
you? 

Mr. Harpy. Excursion fare; that is right. 

The Cuarrman. And, what was the action? I couldn’t understand 
what the action of the Board was on your application for excursion 
fare. 

Mr. Harpy. Let me explain to you. Perhaps this would help. 

As you know, when a certificated carrier wishes to reduce or raise 
the fare, they have to filea tariff. Then there is a prescribed statutory 
period in which the Board can either suspend that tariff or do nothing 
about it. If the Board does nothing about it, then the tariff becomes 
effective on the effective date. It is a thirty-day period, really, that 
has to be filed with the Board. 

Now when we filed this tariff, the Board, as it does in most cases— 
they have a tariff division—examines each tariff to determine whether 
or not the fare is reasonable, whether it happens to be discriminatory, 
or what have you. 

In this instance, they examined that tariff we filed—an excursion- 
fare tariff which was a sharp reduction in the fare in early 1948—and 
they decided in their wisdom that they would suspend our fare on the 
grounds that they thought it would be uneconomical, that we were 
having increased losses, that it looked as if they gave us that fare 
and they might have to underwrite us with more mail pay. That is 
the reason why they suspended it, and the reasons they gave. We 
don’t quarrel with those reasons, and I will go into further discussion 
about that. 

The Cuarrman. But in the season of the year when there was an 
increase in the number of passengers going south because it was 
in winter months, were you able to accommodate all who were seek- 
ing reservations for Miami? 

Mr. Harpy. We were up until—we have been right along, sir. 

The Cuatrman. I know; but, I mean were you even at the time 
you made application for the excursion rates? 

Mr. Harpy. The excursion rate, just so you will not be misled, Mr. 
Chairman, was for the summer period, of course, which is our slacker 
period. However, the answer to your question is during this entire 
period we were never overloaded. 

The CuatrrMAn. You were never overloaded ? 

Mr. Harpy. Not to my knowledge. 

The CuarrMan. So that there was no question of whether someone 
should move in to pick up the overload that was constantly on the 
waiting list in those winter months when there was heavy traffic to 
the Southland ? 

Mr. Harpy. Not to my knowledge. 

The Cuatrman. You may proceed with your statement. 

Mr. Harpy. As I said, at the time we proposed this excursion fare, 
we were not aware of any appreciable coach service by nonscheds on 
our route. Nor were we aware-—— 
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The Cruarrman. You will excuse me, sir, for just a minute. I am in 
the unfortunate situation this morning of having to go to another com- 
mittee because I have arranged for some men to be heard at that 
other committee, and they have already commenced the hearing. 
Therefore, I am leaving you, sir, and the rest of you gentlemen, with 
these very able and distinguished members, Senator Sparkman, former 
committee chairman, and Senator Hunt, of Wyoming. 

I just turned to Senator Hunt and said, “You were the first gentle- 
man in here so I am going to leave the committee chairmanship with 
you.” Senator Hunt is going to act as chairman, notwithstanding the 
fact that Senator Sparkman was the distinguished chairman of this 
committee prior to this year. I will be back as soon as I can, 

Senator Hunr. You may proceed, please, with your statement. 

Mr. Harpy. As I pointed out, we were not aware of any substan- 
tial coach services by the nonskeds when we filed our first Miami- 
New York night-coach fare in December of 1948. That fare was 
also suspended by the Board—fearing a reduction in National’s 
revenues, 

It was not until the summer of 1949 that National was permitted 
to install a summer excursion tariff and not until Pinaibads 1949, 
that it was permitted to install a night-coach operation. During the 
interim period, while National’s tariffs were under suspension, the 
irregulars established themselves in the New York-Miami coach 
market. 

Even after National obtained authority to operated coach service 
in November 1949, it was restricted by the Civil Aeronautics Board 
to operations departing in the middle of the night, with only one 
stewardess and with no food for the passengers. However, the non- 
skeds had no such restrictions. National’s efforts to install a day- 
light-coach service in late 1949 and early 1950, and to install DC-6 
daylight-coach service in mid-1950, were suspended by the Board. 
We even went to court. We went to district court first and then the 
court of appeals to obtain relief from the suspension of our DC-6 
daylight-coach tariff, but without success. It is significant to note 
that the Air Coach Transport Association filed a complaint against 
National’s DC—6 daylight-coach tariff at that time, on the grounds 
that it was too low. 

I want to make that point clear, because yesterday Mr. Fischgrund 
testified that at no time were we endeavoring in this period to get 
into any low-fare business. Yet we did endeavor. The Air Coach 
Transport Association filed a complaint against it, which is something 
that they can rightfully do. However, for the record, I think that 
should be brought out. 

Senator Hunt. Might I suggest for the record, if you care to cite, 
off the cuff, the reasons for the CAB refusal to grant you permis- 
sion to operate, install your daylight-coach service in 1949 and early 
1950, why they limited your activities to nonserving of meals and 
to one stewardess. 

Mr. Harpy. Well, I think you have to go to the philosophy of the 
CAB at that time, which I am going to get to here in a minute. 

Senator Hunr. Does that appear later on in your statement? 

Mr. Harpy. I have a few statements about what I think are the 
reasons. However, I am willing to digress now or I will proceed as 
you desire. 
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Senator Hunr. Go ahead and proceed with your statement. 

Mr. Harpy. It was not until July 1951, after extensive hearings, 
that we obtained authority to operate a DC-6 daylight-coach service. 
In the meantime, the irregulars had firmly established themselves 

the coach market. 

I do not mean to be unduly critical of the Board in reviewing 
these facts. When National first proposed lowering the fare and 
entering the coach market, it was suffering serious operating losses 
which involved increased mail pay. The Board was of the opinion 
that such fare reductions would result in reduced revenues and heavier 
operating losses. We disagreed. The Board wanted to move slowly, 
awaiting the outcome of the experiments with air-coach service then 
being conducted by Capital, TWA, and Northwest. 

We do not condemn the Board for this. They were charged with 
responsibility for the financial soundness of an entire industry which 
was in the throes of a financial crisis. They apparently felt that 
the chances of financial success for air-coach service at that time were 
dubious, and that the burden on the Government might be increased. 
We think subsequent events have proved them wrong, but they had 
a real problem to face and they proceeded with caution. 

Our point here is that there was no reluctance on the part of the 
scheduled carriers to enter the field of coach service. National, as 
well as other carriers, was straining every muscle to get into the coach 
business. Coach service was not a novel idea of the nonskeds. And, 
please do not for a moment believe that National was driven into 
coach operations by the nonskeds. National’s record for progress 
in the low-fare market is unequaled in the industry. We had to 
abide by the regulations of the Board, and we did so. We see no 
reason why the irregulars should not do the same. 

Before you two ge ntlemen came in, I pointed out to Senator Thye— 
and this may be a statement that might startle you a bit—that in 
the last year, 1952, 37 pereent of our total operation was in the coach 
business, and it is even more extensive this year. 

Now we had been trying to get into the coach business, you see, 
from early 1948, before the nonskeds were even on our route to any 
appreciable degree. We tried to get in and we weren’t successful in 
vetting into the coach market until the Board changed its policy. 
That is a point that I do wish to make clear. As far as we are con- 

cerned, we feel that we on this particular segment of transportation 
in the United States were the champions of the cause of the coach 
service. We were the originators of the idea. 

Then when we did go into the coach business, Senator, in answer 
to your question, the ‘Board again with its policy to proceed with 
caution, decided that we could go into night-coach service. They 
didn’t want to divert from our regular traffic. In other words, they 
didn’t want to reduce our revenues because they were always think- 
ing of the public interest and the mail-pay bag that was sitting over 
here and the cost that it would be to the taxpayer. That apparently 
was the motivation behind their restrictions. 

Now they let us go into night-coach service and they restricted us 
to density and seating. They said we had to have, I believe at that 
time, sixty-eight seats or more. Also, they said we could have only 
one stewardess and we could serve no meals. ‘That was to reduce the 
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cost so it wouldn’t turn out to be an uneconomic proposition. It was 
a cautious move on the Board’s part. 

However, at the same time the nonskeds could operate coaches 
with any type of service they wished. They could give a meal if they 
liked, if they thought it was economically feasible. They could have 
two stewardesses. 

Another little point that might be worthy of consideration by you: 
As you know, there was an equipment shortage all during this period, 
that the orders which had been placed after the war, many of the 
major carriers had to cancel because of economic adversity. The 
nonskeds were permitted to fly C-+46 airplanes. The scheduled air- 
lines were forbidden to fly C-46 aircraft, first in coach and then in 
passenger. 

Later they relaxed and let them use C-46 airplanes in coach; but 
even to this day a certificated airline cannot fly a C-46 in passenger 
service. It is a prohibition in one of the Board’s regulations. 

Senator Sparkman. Can nonskeds fly them now ? 

Mr. Harpy. Yes, Senator. 

Senator SpaRKMAN. There was a suspension, wasn’t there? 

Mr. Harpy. There was a temporary suspension when they had some 
accidents, you will remember, to lower the weight lift and something 
like that, I do not recall; but then they relaxed that after they took the 
safety precautions. But that is just one little point. Now they flew 
the C-46’s, as I say, with lower density than we did. They could 
fly any time of the day. We could not fly daylight in the first in- 
stance. 

Then, when we went to daylight coach, the Board came out with 
their coach policy, as they point out to you in their statement to the 
committee. In their coach policy they restrict us now to density and 
seating and daylight operation. In night operation, under the pres- 
ent regulation, you can use any airplane you have, as long as the 
flight is at inconvenient hours. They don’t restrict us for night 
coach on density any longer, but the day coaches and the night 
coaches still have the restriction of one stewardess and no meals. 

We can and are permitted to give free coffee and possibly milk or 
a glass of juice. We sell sandwiches on many of our flights for 50 
cents, but those are some of the restrictions that we have on coach 
that the others don’t have. Not that I agree with the CAB’s philos- 
ophy, but it seems to me their policy is that they are trying to make 
this a low-cost operation, so they are thinking at all times of the 
mail-pay bag and they don’t want to drive carriers back on a subsidy. 

You can understand when you go into coach operations you have 
got to find a way to sell your product cheaper. That is one of the 
Board’s methods of trying to do that. 

Senator SparkMaAN. By the way, Mr. Chairman, I wonder if I ma 
break in here with something that probably is not relevant to this 
hearing, but the other day when President Carmichael, of Capital 
Airlines, was testifying—I believe it was he—he made some state- 
ment that some members of the committee showed some interest in, 
and that was with reference to airmail subsidy. I think he stated 
that practically all of the big airlines, maybe all of them domestically, 
were not receiving any subsidy at the present time. 

Senator Hunt. The Big Four. 
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Senator SparkMAN. Did he limit it to that? I am not going to 
ask you to discuss it here, but I had understood there still was an 
airmail subsidy being paid, but that it had been greatly reduced. 
1 don’t care about your taking time to go into it now, but I do hope 
that sanittiiie we may have a memorandum from somebody explaining 
just what that situation is. Perhaps the staff could check into it. 

Mr. Harpy. I may be helpful to you on that point, Senator. 

Senator Sparkman. I don’t know that it is relevant to these hear- 
ings. It came in incidentally and you mentioned it there; and I 
wanted it bdtnancily for my own information. 

Mr. Harpy. Let me establish this first of all. It is not only the 
Big Four that are nonsubsidized today. National Airlines is non- 
subsidized today. For your staff’s information and for your informa- 
tion, the Board published a separation-of-subsidy study, which is a 
published volume that Civil Aeronautics Board has available for 
distribution. 

They attempted to separate what they call the amount of money 
to be paid to a carrier for the actual service, for the actual carrying 
of the mail. They drew the line then as to each group of carriers— 
how much they should get for carrying the mail, 

If it becomes necessary to give them a 7 percent return on their 
investment above their break-even need, they then go into a subsidy 

category. They established 45 cents a ton-mile as the nonsubsidy 
rate for the Big Four. They established 53 cents a ton-mile for the 
nonsubsidy rate of the next group of carriers. That group, I be- 
lieve, numbers six: National, Western, Braniff, Capital, C & S, and 
Delta. Now those carriers get 53 cents a ton-mile, such as we do, 
and there is not supposed to be any element of subsidy whatever 
in that rate. 

At the present day, National Airlines, under that particular decision, 
gets 53 cents a ton-mile for carrying our mail, no more; and, if we 
do not carry the mail, we don’t get a penny. We are not. subsidized. 
Senator, I am very happy to tell you that we have operated with a 
profit for the last 314 years, without one penny of mail pay. 

Senator SparkMaNn. Operated at a profit with no subsidy? 

Mr. Harpy. At a profit with no mail pay at all, even service mail 
pay. Before we get one penny of mail pay, that is, the rightful mail 
pay for carrying the mail, we have operated at a profit without it. 
C onsequently, we are off subsidy. But we have been one of the real 
aggressive small carriers in the industry and we have moved out of 
the subsidy category, and we are very proud of that fact. 

Senator Hunt. May I ask you: Is carrying the mail profitable to 
your company at the present rate ? 

Mr. Harpy. It certainly is. 

Senator Hunt. How would you compare the profit of carrying 
mail at the present rate of 53 cents a ton-mile with your passenger 

rates? Which is the most profitable? 

Mr. Harpy. Passenger. 

Senator Hunt. Not in volume, but I mean in w eight. 

Mr. Harpy. You can’t get enough of the mail, really. We don’t 
get enough and it is hard to dec ide that. Our mail pay has reduced 
drastically because we can’t get enough. We would like to have more. 
The more we could get, the better we would be, because we have large 
cargo bins now in our DC-—6-B’s and we can take on a lot of mail. 
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For instance, in the Christmas season and seasons such as that, we 
get our big bulk of it out of New York, and I might say here that we 
at one time thought we weren’t getting our share of the mail as opposed 
to our competitor, Eastern, and we took it up with the Post Office 
Department and they have since rectified tie situation and we are 
getting our fair cut of it. 

Senator Hunt. Let me ask you: Does your company, or do you 
know of any other company, that occasionally finds it profitable to 
leave passenger seats vacant in order to carry a greater volume of 
mail air express? 

Mr. Harpy. No, I couldn’t answer that. But I can tell you this, 
Senator, which you may know: if we have a full airplane and we have 
had reservations on that airplane for 3 months, let’s say, to fly on 
July 10 and that airplane is full—there are 58 seats in a DC-6 and 
every one of those passengers has a confirmed reservation—5 minutes 
before flight time, if the Post Office comes out and says we have got 3 
pouches of mail, we have got to take the mail, we have to take the 
passengers off and put on the mail. 

Senator SparKMAN. Is that a requirement? 

Mr. Harpy. That is an absolute requirement and, Senator, if we 
don’t do it, it is a $1,000 fine per mail bag, and some carriers have had 
that experience because of inadvertence of the station manager. 

We have a policy throughout our company continually—every 2 or 
3 months—to send that notice out to them. Any time the mail is 
placed at your disposal by the Post Office Dep: wrtment, you must carry 
it even if it is necessary to throw off a passenger, and we have had to 
do that on occasion. 

Senator Hunt. Let me ask you one more question. That is from a 
personal experience. I had great difficulty in getting a seat on a plane 
from Chicago to Washington. There were no vacancies. However, 
after I finally did get a place, there were 19 vacant seats in the plane, 
and I was not officially but indirectly advised that these vacant seats 
were because of unusually heavy mails on that particular flight. That 
is why I asked that question. 

Mr. Harpy. That is what we try todo. As in every business, we try 
to get a routine amount of mail, and you sort of figure on what you are 
going to have, so when you get ‘the rush seasons, when your cargo bins 
are filled, you ‘figure, well, now with the mail coming, as it did in this 
season of last year and the year before—our mail division checked 
with the post office and said, “What do you think we are going to have 
in volume?” Then you set off seats, you see, because we put the mail 
right in where the seats are if we anticipate we are going to get that 
mail. 

Another point I might make, Senator. As you know, in the in- 
dustry we have a very difficult “no show” problem. Sometimes when 
you make a reservation and you can’t get a reservation, and then - 
get out to the airport and you find here are 10 empty seats, you sa 
“Boy, that air carrier is sure giving me the business.” That possib y 
could result from “no show.” Our “no show” problem amounts to 
about 10 percent per flight on an average. 

Senator Hunt. That can occur too because of lack of connections of 
an incoming plane which might be so delayed that the outgoing plane 
can’t wait? 

Mr. Harpy. Yes, that’s right. 
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Senator SparkMAN. One more question on this subsidy. Do I un- 
derstand that a differential is paid as among different groups? 

Mr. Harpy. Yes, Senator. 

Senator SparKMAN. In other words, taking your own line, say you 
get 53 cents from Miami to New York, what will Eastern get from 
Miami to New York ? 

Mr. Harpy. Forty-five cents, and both are considered nonsubsidy 
rates. Now I willexplain to you the reason for that. 

Senator Sparkman. Regardless of how they are considered, why 
wouldn’t it be a subsidy if there is that differential ? 

Mr. Harpy. Because you have got to consider the cost of carrying 
the mail. What does it cost? The CAB set up a formula, after long 
exhaustive study. Now, in some of the towns, for instance, some of 
our friends in the certificated industry who fly out in the West, out 
in your area, sometimes you pick up one passenger if you are lucky 
on a flight that you necessarily have to go into. You have added 
costs because of that factor. The big four don’t have that problem 
nearly as much as some of the smaller carriers at the feeder stops. 

National Airlines, for instance, has a lot of feeder stops in Florida. 
We have many small towns in Florida. It costs more money to fly 
into those towns. The CAB points it out to you in their report to you 
on competition and have explained or tried to explain to you, I believe, 
their reason for that, and I might just to clarify your mind at the 
moment, if you would give me a second to see if I can identify that. 

Senator Sparkman. You have certainly given me an indication. 
1 don’t care to have you go into it at any great length. 

Mr. Harpy. But you get the separation of subsidy study and they 

give you the full and real reason. 

Senator Sparkman. Your principal points are New York-Miami, 
aren’tthey? Do you goto Boston ? 

Mr. Harpy. Senator, we would love to go into Boston, but unfortu- 
nately the CAB won’t let us. 

Senator SparKMAN. I wasn’t certain. New York is your North- 
east terminus ¢ 

Mr. Harpy. I want to point out to you that the president of my 
company testified before the CAB in a very highiy and hotly con- 
tested case of the merger of Colonial Airlines with Eastern. You 
know there is an issue before the Board whether Colonial should go 
with us or with Eastern. We contend it should go with us and 
Colonial has a lot of feeder stops, but they do have the northern route 
which would sort of balance our route, and we would be relieved of 
that great seasonality trend we have where we have the summer losses 
and the winter highs. 

If we can be merged with Colonial, which we deem to be in the 
public interest, and which we hope the Civil Aeronautics Board and 
the President of the United States will also find to be in the public 
interest, our president has testified we will accept a 45-cent mail rate. 

Senator SparKman. I was really asking the question on another 
point. That certainly seems to be one of the best runs in this part of 
the country. 

Mr. Harpy. New York—Miami? 

Senator Srarkman. Yes. | 

Mr. Harpy. We believe we have made it so, sir. 
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Senator SparkMANn. If your receipts were 37 percent on the coach 
travel—— 

Mr. Harpy. Thirty-seven percent of our passenger-miles, revenue 
passenger-miles, are devoted to coach, even heavier this year. 

Senator Sparkman. Am I right in assuming that the nonscheduled 
carriers are not bothering you very much ! 

Mr. Harpy. That question I have to answer in this way. The non- 
sked problem, if you call it a problem of bothering us very much, is 
difficult to answer for this reason: The nonskeds went, a great many 
of them operating between New York and Miami, into the CAM op- 
eration, and we don’t have them as much in existence between New 
York and Miami as perhaps they do transcontinentally. We haven’t 
had the competition from the nonskeds. 

In addition to that, with our progressive policy and our competitive 
policy and our coach service, I think that we can compete with anyone. 
However, I do want to point out that if we had the nonskeds coming 
in to compete with us over our back in the number that they demand 
today, we would be in a very difficult position. 

Here is what you have got to consider, Senator Sparkman. In our 
system, National Airlines—and we have a great many feeder stops— 
has to have approximately a 57 percent load factor to break even. 
When we get below 57 percent load factor we are losing money. 

Now as soon as you get over 57 percent, you start to get into what 
you call the miracle miles. That is where the payoff comes when you 
start having a load factor above 57 percent. Our load factor last 
year, I believe, was 62 percent and we made money. 

Now if we have the type of competition that the irregulars are 
demanding here, they don’t propose to come in for a peak period; they 
propose to oper ate 12 to 18 flights a month. That would mean on our 
route, as I point out later, that we would have some 24 to 25 flights a 
day between New York and Miami, if all of them got the same right. 

But suppose 1 or 2 of them got the right. Our load factor—you 
see, they are not going to carry the ones we can’t carry—would per- 
haps drop down to 55, 56, 57 percent, and we would be in severe 
trouble. 

Senator Sparkman. In other words, instead of being an actual 
competitive threat to you, it is potential ? 

Mr. Harpy. It is both. 

Senator SparKMAN. You read the report of this committee on the 
nonskeds in 1951; did you not? 

Mr. Harpy. With great interest, sir. 

Senator SparRKMAN. And our recommendations? 

Mr. Harpy. Yes, sir. 

Senator SparKMAN. You noticed there that we were careful to say 
that we did not want the fair competitive position of scheduled car- 
riers to be interfered with? 

Mr. Harpy. I did, indeed, and that is why I am here today, to point 
out to you some of the activities of my company in going into this 
coach area, 

Senator Sparkman. And, of course, that is one of the things we 
argued very strongly for, that we believed there ought to be an ex- 
panded service to ‘take care of this potential market of air trans- 
portation. 
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Mr. Harpy. I think what they faiied to point out to you in their 
other hearings—and maybe it was a failure on the part of the wit- 
nesses or failure on the part of the CAB witnesses and a failure on our 
part not to appear before you and tell you our story—is that we were 
not forced into coach. We were there just as soon as anybody else, 
but the Board wouldn't let: us go into the coach. You see my point? 

Senator Sparkman. But you found it profitable when you did 
get in? 

Mr. Harpy. And we contend that it would have been profitable had 
we been permitted to go into it in 1948, but the Board disagreed 
with us. 

Senator SparKMAN. I certainly think you are right. My conten- 
tion—I don’t know whether this is the contention of our whole com- 
mittee or not—from having heard the testimony from both sides, has 
been all along that we were not making full use of the potential market 
of air transportation, and that the Civil Aeronautics Board ought to 
do everything it could to further the development of that market and 
to give it the kind of service that it ought to have and that it had a 
valuable asset here, the nonscheduled carriers, which they ought to 
work into the system in some manner. We believe it can be done in 
such a way as to be economically sound for the nonscheduled carriers 
and for the scheduled carriers. 

When I say “we” that is my personal view, and I believe that is 
pretty much the view that we tried to express in that report. 

Mr. Harpy. One of the things that I think must be difficult, sitting 
in your position, and one which is difficult for me, reviewing records 
and transcripts of the irregular hearings as well as these hearings, is 
that I have never heard the nonskeds, any one of them, come up with 
a concrete reasonable proposal as to how they could fit into a regular 
pattern of service. 

Now, there has been all sorts of : “We want 12, we want 15, we want 
this, we want that.” But if you get the nonskeds and sit them around 
the table, Senator, from my information none of them could agree as 
to what would be the way to handle them. 

Senator SparkMaN. That may be true, but I have felt it was the 
duty and obligation of the CAB to do its best to work that out. Our 
plea to them has been that they do that, rather than to pursue a course 
which appeared to me to be forcing the nonskeds out of business, just 
choking them off one at a time at a pretty fast rate. 

With reference to the regulation that you refer to, you say that the 
nonskeds have been doing very well, have been prospering, and, 
according to your figures, they have. But I think it is generally con- 
ceded that that has been done outside of the Civil Aeronautics 
regulations. 

Mr. Harpy. No. 

Senator SparKMAN. Or through contracts that didn’t have to com- 
ply with the Civil Aeronautics regulations. And the Civil Aero- 
nautics Board itself has not enforced its regulations to the letter—at 
least, that is my understanding—when they set down the restricted 
number of flights that they can make for each period of time. But 
instead they have taken a course W hich seemed to me to be very difficult 
and very unfortunate, and that is in relying upon the generalities of 
the term “infrequent and irregular” w ithout any definition as to what 
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they meant by “infrequent” until they came in with this very limited 
regulation, which I don’t believe they have sought to a generally. 

‘Mr. Harpy. In answer to Senator Sp: arkman’s question, I called this 
to Senator Thye’s attention, and I chose not to read it, not to take any 
time, but I wish to call to your attention, Senator Sparkman, the three 
decisions of the CAB of May 17, 1946. One was the Investigation of 
Nonscheduled Air Services—this is in 1946, mind you. Then they 
had the Page Airway case and the Transmar case. At page 1054 
through 1055 of volume 6 of the Civil Aeronautics Board reports, they 
spell out quite precisely, in my opinion, what they consider to be 
irregular and infrequent service; and that is something that these 
nonskeds had and were well aware of. 

They come forth now and tell us it was a secret, that they never 
realized what they could do and what they couldn't do. The Board 
throughout the period of years, to my knowledge, with the limited 
staff that they have—I think it has been testified here that they have 
4 enforcement attorneys, and there are an awful lot of air carriers 
flying, and with only 4 enforcement attor neys in that field, having been 
myself an attorney I can appreciate that that must have been a pretty 
difficult job. 

As you know, the Congress has seen fit to cut their appropriations 
from time to time, but I do want to point out they had a definite func- 
tion by the Board as early as 1946; but some of them chose to violate 
it. 

Now I can’t name them offhand, Senator, but there are many non- 
skeds appearing in the nonsked hearing who have shown profitable 
operations, and they swear under oath that they have never violated 
any of the Board’s regulations and they have been able to continue 
in a prosperous operation in the manner that the Board intended 
them to. 

Senator Hun'r. Mr. Hardy, I want to ask you one question and 
then we will get along with your prepared statement, because time 
is going by quickly. Thirty-seven percent of your traflic now is coach ? 

Mr. Harpy. Was last year. Do you want me to give you those 
figures precisely ? 

Senator Hunt. That would leave 63 percent noncoach traffic. Per- 
centagewise which of those two types of business returns to you the 
greatest percentage of profit ? 

Mr. Harpy. The luxury service. 

Senator Hunt. Will you now proceed with your statement? 

Mr. Harpy. National and many other carriers have had their dis- 
appointments in proceedings before the Board. I have just reviewed 
our difficulties in securing authority to operate coach services. There 
are also a number of routes we would like to have, but we don’t advo- 
cate abolition of the principles of the Civil Aeronautics Act just 
because we don’t get them. In the final analysis, the Board has done 
a good job. It has developed the finest system of air transportation 
in the world—a system which is highly competitive. 

To anyone who knows the facts, there can be no doubt that this is 
an intensively competitive industry, and that it is kept that way by 
the Civil Aeronautics Board, and by the initiative of the carriers 
themselves. 

Third, the irregulars have no reasonable program for fulfilling 
their demands. They all want the right to operate from 12 to 18 
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flights per month between every pair of points in the United States. 
[hat means that they could offer from 24 to 36 round trips a day 
between New York and Miami, or between any other pair of points. 
As a comparison, National iliodelies 6 daily flights between New 
York and Miami at the present time, and Eastern has nine 4-engine 
flights. During the peak of the Florida season National and Eastern 

cheduled 23 flights daily between New York and Miami, considerab ly 
less than the irregulars could operate under their demands. Thus, 
the irregulars de mand the r ight to operate from 50 to 100 percent more 
service than the scheduled carriers now provide. 

It seems that the irregulars’ basic complaint is that they are not 
permitted to operate regular services between major traffic points. 
Their proposal involves the abandonment of the basic principles of 
the Civil Aeronautics Act, the principle of regulated competition. 
It is this principle upon which our air-transportation system has been 
built. The Congress should not take any step now to destroy the 
sound transportation system which has been so conceived as to foster 
the public interest and the national defense. .The prime test should 
remain as it is now under the Civil Aeronautics Act: require an air 
carrier applicant to prove public convenience and necessity, and that 
it is fit, willing, and able to provide the service. No more is required. 

We do not advocate the exclusion of the irregulars from air trans- 
portation, nor does the Civil Aeronautics Board. The Board has set 
up a set of regulations within which these carriers can live, and 
many are doing it. Many of these carriers have testified that they 
can operate successfully under the Board’s present regulations.. Our 
objec tion goes to their proposal to operate scheduled services without 
complying with the provisions of the act. 

Nor are these carriers excluded from bec oming regularly scheduled 
carriers. The Board has awarded certificates to 19 carriers for local 
feeder service. Most of these carriers were originally nonscheduled 
carriers. The Board has also certificated 5 nonse ‘heduled carriers for 
all-cargo operations (Flying Tigers, Slick, U.S. Airlines, Riddle, and 
Aerovias Sud Americana) ; 1 for all-expense-tour operations (Resort 
Airlines) ; and at least 3 more for passenger operations (Trans-Pacific, 
Mackey, and Midet). I believe that they have certificated three 
helicopter operators. 

It must be remembered that at least 28 certificates have been awarded 
to nonscheduled carriers since the end of World War II. These 
awards are over and above the 147 letters of registration issued to 
large irregular carriers and the 2,400 letters of registration issued 
to small irregular carriers. . 

Further, the Rosid issued military exemptions to the nonskeds—the 
Civil Aeronautics Board did that. They put them in there, of course, 
at the behest of the Defense Department, but they would have ex- 
cluded them under the act. They gave them that nght. That was a 
real bonanza to them. 

In addition to that, the Board has certificated a large number of 
nonscheduled carriers in Alaska. I think in 1942 they certificated 
some 21. T believe the figure now has dwindled down to something 
less than that. 

Now, in view of that record, how can anyone now come forward 
and state that the Civil Aeronautics Board has eliminated competition 
by bureaucratic edict ? 
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Gentlemen, that concludes my statement, and L¢hank-you very much 
for the opportunity to appear before you. 

Senator He nr. Thank you, Mr. Hardy. 

Senator Pepper, will you take the stand now. 

Mr. Perrer. Mr. Chairman, if the two distinguished members who 
are now here think they would be able to stay long enough to await 
the return of the chairman, I would like to make my statement in his 
presence, but if the Senators are not able to stay, 1 would like to be 
heard while they are here. 

Senator Hunt. Senator, we can’t say to you how long the chairman 
will be absent, so we can’t answer your question. 

Senator SparKMAN. Mr. Chairman, let me say that I have a com- 
mittee meeting that meets in 2 minutes, which I feel 1 must attend. 
Lam going to stretch it and stay a few minutes, and I apologize now 
for not being able to stay all the way through. 


STATEMENT OF CLAUDE PEPPER, REPRESENTING AIRCOACH 
TRANSPORT ASSOCIATION, INC., WASHINGTON, D. C. 


Mr. Peprer. I thank you very much, Mr. Chairman. I am going 
to make a very brief statement. I wanted to make it by way of a sort 
of summary presentation of the position of our association, that is 
the Aircoach Transport Association. 

Senator SparkMAN. I may say this. So far as I am concerned, 
as much as I would like to hear my former colleague, my classmate 
at. the University of Alabama, I would be willing | to have him wait 
and let the chairman hear his story, if that is what he wants to do. 

Mr. Prerrer. No, no, by all means I want the two Senators who are 
here to hear it and then it will be on the record for the chairman, 
and I can communicate it to him subsequently. 

By way of brief summary, Mr. Chairman and Senators, the hearings 
that this committee undertook to carry out in 1951 were momentous 
in their significance, and more and more do I think all of us, including 
the CAB and even the certificated carriers, appreciate the penetrating 
wisdom with which this committee dealt with the subject in its recom- 
mendations after that hearing. 

It has become apparent, I believe, to the Nation that the so-called 
carrier that you described previously as the irregular carrier or the 
nonscheduled, which we, in an earlier statement I made, attempted 
to designate as a supplementary carrier, does have an important place 
in the country’s national defense and economic picture, because they 
should manna the framework of aviation in this country, which 
is the system of certificated carriers, but they are not rendering all 
the service that either the national defense or the national economy 
demand. Therefore, the proper role of these small carriers is to 
supplement that certificated system primarily by rendering a coach 
service to the people of this country. 

It has been unmistakably shown that that coach service was valuable 
to the national defense in that it provided a large part of the Berlin 
airlift, the Korean airlift in 1950, 1951, and 1952, and is providing 
a large part of the military personnel "airlift at coach rates at the 
present time. And the military authorities, which included Lieu- 
tenant General Knerr, who testified here during this hearing, have 
emphasized how important it is to have this carrier force in being 
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so that it can be picked up amost overnight and put in any part of 
the country or any portion of the world to render a national-defense 
service. 

Now if it is not in being, if it has been killed off, if it has been 
destroyed, it is not available to serve either the national defense or 
the civilian economy of this country. 

Now, then, we have also heard unmistakable evidence that it is 
essential to the civilian economy. I showed a chart here the other 
day which was based upon data taken out of an address by Colonel 

(dams of the Civil Aeronautics Board in Oakland, Calif., a little 
over 2 weeks ago, and he pointed out that the airplane is still render- 

primarily first-class passenger service in this country, as this 
committee is so well aware. 

We pointed out in our chart that of all the first-class service ren- 
dered by airplane and railroad, 44.7 percent of it is rendered by the 
airplane, but in the second-class passenger category the airplane only 
serves 5.8 percent of the passengers, while the railroad coach and the 
bus on the highway carried a great majority of the second-class 
passengers. 

I venture to say that the average traveler in this country, the 
average man and woman and boy and girl, is just as much entitled to 
have an air coach in the air as he is to have a railroad coach on the 
railroad and a bus on the highways of this country. That is the func- 
tion that these small carriers are trying, primarily, to serve. 

Now we say to this honorable committee that you have taught us 
much. We have come to appreciate that we have some responsibilities 
which we haven’t been adequately discharging in the past. There are 
intermediate points between these main termini which should have 
coach service. They are not getting it now either from the certifi- 
cated carriers—and take, for example, the two carriers that serve the 
east coast of the United States, National and Eastern. If I am cor- 
rectly informed, the only coach service they have at the present time 
is from Miami to Washington and New York. 

In other words, three termini, Miami, Washington, and New York, 
in all that great, populous route of the eastern seaboard of this coun- 
try, have coach service by the certificated carriers. 

‘We are not doing as much better as we should be doing, and I 
believe, if we get an opportunity in the future to live and to work this 
thing out, that you will find our people will not only be serving more 
intermediate points between these main termini, but we also w vant to 
go out into the interior and serve interior cities and towns with coach 
service who are not now getting coach service from anybody, and are 
entitled to it at least from the people who make a specialty of that 
kind of service. 

Now we recommend, with deference to your committee, first, that 
you bring about by a strong appeal to the Civil Aeronautics Board a 
stay of execution of these airlines until this matter can be fairly and 
honorably and properly worked out. 

Second, that you reaffirm those excellent recommendations that you 
made in 1951, and that those recommendations include a rescission of 
the present regulations limiting the nonskeds to 3 round-trip flights 
and 8 round-tri ip flights. I believe even the CAB will admit now they 
are absurdly small in number. 
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And further that you adhere to your former suggestion that these 
coach carriers be permitted to operate at least 15 scheduled flights if 
they choose to do so, and that the matter of the number of flights that 
they may operate off of schedule be left to development and experi- 
mentation in the future. 

Now, Mr. Chairman, I will add this word. The certificated carriers 
condemn the supplementary carriers for wanting to operate in what 
they call the cream territory, but, Mr. Chairman, they tell us that they 
have to serve the cream centers in order that they might be able to 
serve what we will call the skim-milk centers out in the interior. 

If we are going to serve with coach service the skim milk cities and 
towns in the interior, we have got to have a little of the good also. It 
is only fair that we should have a little of the good if that is the best, 
but we don’t expect to monopolize it. We only want to supplement 
the carriage that they don’t afford. 

We think when people stand in long lines trying to get on an air- 
plane in America and some creditable ‘people are ree eady to carry them 
for a cheap fare where they want to go, and the people that are certifi- 
cated can’t carry them, the supplemental carriers should not be denied 
the privilege of doing so. 

I know what it would mean to my State of Florida for the people 
who want to go by air, to be able to get there during the peak seasons 
of the year—and the season is ¢ onstantly lengthening. Why shouldn't 
they be permitted to go by a responsible carrier ¢ 

Of course, you give the certificated carrier the preference. You 
give him a long system of schedules, but you let the little fellow sup- 
plement that carriage and supply the inadequ: acies which, exist when 
he has done the best he is able to do or is disposed to do. 

Now, I add, your second recommendation, of course, is that they 
issue a regulation which would establish a procedure for existing and 
new irregular carriers to file for permanent authority to operate on 
unsubsidized second-class or coach-type-route service without regard 
to regularity, but limited as to the total number of allowable flights. 

Now, Mr. Chairman, I have looked considerably into the law of 
this matter. They might not consider that they have authority to is- 
sue a certificate comparable to the certificate under section 401 which 
a certificated carrier gets to run a scheduled service, but they have 
already established a precedent by issuing what they call the letter 
of registration. 

Let them use the letter of registration if they prefer that procedural 
detail, and also recognize that they may condition operations under 
that letter of registration, limiting the number of flights and impos- 
ing any other fair restriction that they might see fit to impose. 

But, Mr. Chairman, if you do not in some manner stop this large 
irregular inquiry that is now being carried on, we will never get, we 
are afraid, a final answer to this problem. 

Yesterday, Senators, as you will recall, a witness over in the old 
District Committee room showed a stack of records as high as a man 
and another one half as high. It cost $6,000 for 1 of our carriers 
to get 1 copy of that record, and the case is only 57 percent finished, 
according to their estimate. 

It reminds me of what you Senators will recall about the trial of 
Lord Hastings. After it had gone on 7 years, you remember, the 
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ustom was, when an objection was made, the House of Lords would 
solemnly get up and go to another room and consider the objection 
ind solemnly come back and sit down and rule on it. I believe Lord 
Eldon was the Lord Chancellor. Well, after the case had gone on 
for 7 years, the court moving in and out of the chamber, some wag 

remarked, “The court moves but the case stands still,’ and that is 
about what is happening in this case. The court is moving all around 
over the country but the case is standing pretty much still. 

I believe that you should give thoughtful consideration to request- 
ng the Board to follow your farsighted recommendation in 1951, 

amely, issue a regulation. Forget about that case; they can decide 
this matter down there in their offices and in their chambers, issue 
a regulation which would establish a procedure for existing and new 
irregular carriers to file for temporary authority. 

Now, then, I add only that two carriers have been forced out. 
Mr. Chairman, two have been destroyed since your able recommenda- 
tions of 1951. Twoaredead. The president of one of them engaged 
in the Alaskan service was the president of our association. “They 
were running too regularly, too frequently. That and another car- 
rier have fallen by the w ayside since you made your recommendations, 

which I regret to say an agency of our Government has ¢ allously 
enored, except that they have sent this inquiry about over the coun- 

try, hoping that sometime in the indefinite future they will be able 
io find the answer to this problem. 

I add one other thing, gentlemen, and that is during the time when 
ve haven’t vet finally solved this problem, if there could be some sug- 
gestion to the military that they give these little fellows a break as 
far as might be consistent with the national interest in rendering air- 
lift service to the soldiery of this country, it would be very helpful. 

It would be a practical way of helping many of them to survive, 
who are denied now the right to render the civilian coach service which 
we hope they will be permited to render when the CAB has given 
more thoughtful consideration to your able recommendations. 

Now the last thing we ask, Mr. Chairman, is that you ask the Board 
to give further earnest consideration to your thoughtful recommenda- 
tions of 1951 and that they permit us to come and ‘talk this thing over 
with them to see if we can’t find a reconciliation of our views and in- 
terest and, under their authority, we might not be permitted to render 
an eventual service to the national defense and the civilian economy of 
this great and growing country. 

If they will just hear us with an open mind, hear our offer to make 
any reasonable and honorable concession that we can, that will save 
the certificated carriers and yet let us render a service that the people 
of this country demand. But, gentlemen, if you don’t do it, if you 
don’t speedily and firmly reaffirm your previous excellent recommen- 
dations and ask the Board to give consideration to our request, we 
are afraid that you will be presiding over a funeral. You will see 
corpses where there should be vital living factors serving in the na- 
tional defense and the civil economy of this country. 

Thank you very much. 

Senator Hunr. Mr. John C. Leslie, of Pan American World Air- 
ways. Mr. Leslie, you may proceed in whatever manner you wish. 
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STATEMENT OF JOHN C. LESLIE, ADMINISTRATIVE VICE PRESI- 
DENT, PAN AMERICAN WORLD AIRWAYS, NEW YORK, N. Y. 


Mr. Leste. In filing my prepared statement, I shall file with it a 
statement made by Mr. McMorran of Pan American Airways before 
a subcommittee of the House Interstate and Foreign Commerce Com- 
mittee in Seattle, last month. 

Senator Hunr. That will be accepted and made part of the record. 
Would you care to have the statement prior to or following your 
remarks ? 

Mr. Leste. Following my remarks, please, Mr. Chairman. 

(See p. 578 for Mr. MeMorran’s statement. ) 

Mr. CHarmMawn and members of this committee: Pan American 
appreciates this opportunity to appear before you and to present its 
position as to the so-called irregular air carriers, particularly with 
respect to operations to the territories and to foreign countries which 
are the only areas where Pan American operates. We believe the 
so-called irregular carriers have, quite deliberately, sought to gen- 
erate confusion, and we welcome this chance to clarify the factual 
and legal position, particularly as regards the overseas and foreign 
fields. 

We sincerely applaud this cemmittee for the energy and interest 
which it has displayed in insuring that small businesses obtain fair 
and impartial treatment. This country needs strong small businesses, 
just as it also needs strong large businesses. Championship of small 
business, however, in no wise should lead this committee to champion 
the cause of the so-called irregular on nonscheduled airlines. The 
irregular airlines are not the true small businesses of air transporta- 
tion and, if they were, the committee ought not to champion businesses 
that exist in violation of the spirit and, i in many cases, the letter of 
sound legislative enactments. 

The real issue respecting the irregular airlines is not one of small 
business versus big business or of discrimination of governmental 
regulatory agencies against small business. Rather, the issue with 
respect to the irregular airlines is whether air transportation is to be 
a regulated industry with uniform standards and controls established 
by Congr ess being applied impartially to all carriers alike, as was 
decided when Congress passed the Civil Aeronautics Act of 1938, or 
is to have a double standard where most of the carriers are regulated 
by a select few, are permitted to ignore the law and do what they 
please, where they please and without regard for the larger public 
interest. 

The first issue is whether the air-transportation industry is going 
to be regulated in a uniform fashion and without double standards. 

The second point that I will want particularly to make, in view of 
the company which I represent and of my own experience, is that 
there are substantial differences in this matter as between the foreign 
field and the domestic field. 

Thirdly, that many of the claims made by the so-called irregular 
carriers to pioneering in certain fields, and particularly in the low- 
fare field, are unsupported by the facts. Likewise that such claims 


to pioneering in the all-cargo field are unsupported in fact. 
And finally, T want to draw to the committee’s attention my con- 
clusions as to the action that should be taken from here on out. 
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Pan American believes that the industry should be uniformly 
regulated in accordance with the standards which Congress laid 
down in 1938, after long and bitter experience with nonregulation 
ind semiregulation which kept the industry with one foot in bank- 
ruptey and prevented the proper developme nt of American air trans- 
portation. The experience of the past 15 years has proved that Con- 
cress acted wisely in enacting the Civil Aeronautics Act. We have 
seen American air transportation develop under that act to a pre- 
eminent position throughout the world. And I might say, itl your 
permission, Mr. Chairman, that I am just entering my 25th year of 
experience in this industry, so that the things I am saying have some 
background in my knowledge. 

The fact that some of the irregular airlines have elected to take 

he law into their own hands and have been allowed to operate un- 
wuthorized services over a period of years is no reason to discard the 
lessons of experience and authorize or condone a double standard 
of regulation for the industry. Double standards are not fair, and 
they are not the American way. Rather than submit to them it 
would be better to discard all regulation and let the free forces of 
economics take over. We do not think this is the best choice, and we 
doubt if the irregular carriers want it either. What the irregular 
carriers really want is to pervert the present regulatory system in a 
manner which will obtain for themselves special privileges that are 
denied the industry in general. There is no better proof of this than 
the efforts of Air Tr ansport Associates, a carrier which has so often 
appealed to this committee in the name of low rates and competition, 
to persuade the Civil Aeronautics Board in the United States- 
Alaska tariff investigation to require the certificated carriers to fix 
higher rates than those of Air Transport Associates. 

There are those who seek to make much of the alleged contributions 
of the irregular airlines to the development of air transportation. 
We think the record proves quite the contrary. This can be readily 
demonstrated by comparing Pan American’s record of achievements 
with those of the irregular carriers. In making this comparison I 
should also like to show how this double standard of regulation 
under which these irregular carriers have been permitted to develop 
has been wholly inequitable. 

Pan American started 25 years ago as a small business. It started 
at a time when, in contrast to the “irregular ¢ varriers of today, real 
pioneering in aviation was required. Twenty- five years ago there 
was no established air-transportation market that could be readily 
diverted simply by running aircraft. There were not even ceitenll 
aircraft. There were no airports, no established airways or air- 
navigational aids, and no ground maintenance organizations. Pan 
American started with nothing. Its first service was a short overseas 
route from Key West, Fla., to Havana, Cuba. From that small 
beginning there have been developed a worldwide network of routes, 
an established air-transportation market, long-range overocean air- 
craft, and all of the facilities and organization required for efficient, 
safe, and reliable operation. Pan American. was the first to provide 
air service to our sister republics in Latin America, first to operate 
to Alaska, first to span the Pacific to Hawaii, Australasia, and thé 
Orient, first to cross the Atlantic to Europe, the Middle East, and 
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Africa, and first to establish scheduled service around the world. 
Pan American now links all six continents and almost every country 
and colony of the free world. 

At the time of Pearl Harbor, Pan American was the only American- 
flag carrier operating abroad, and the lion’s share of the burden of 
establishing and maintaining pipelines to our fighting fronts overseas 
fell squarely upon Pan American’s shoulders. Most of its aircraft 
was turned over to the military, and its transoceanic and Alaskan 
operations were placed under military contract. It was called upon 
also to build airports and airways throughout the world, to help drive 
the Nazis out of South American aviation, to train thousands of 
personnel of the armed services in the methods and procedures which 
it had developed for operation of worldwide airlift over vast oceans, 
deserts and jungles, to maintain aircraft and to build communications 
equipment. We regarded this as our job in wartime and we ask no 
special credit for it, but when the “irregular” carriers tell you that 
they are entitled to preferential treatment because they are run by 
veterans, which is not true in all instances, please remember that 
Pan American operated to every fighting front, that many of our 
employees, both in and out of uniform, suffered untold hardships, and 
that some gave their lives. When you are told that during the war 
it was difficult for the ordinary person to secure passage on our service 
to Puerto Rico, please remember that this very route to Puerto Rico 
was part of the route to the strategic airfields in the Caribbean and 
South America; that it afforded practically the sole means of com- 
munication between the United States and the South American 
countries which were so vital to us; that it was part also of the route 
to Africa and to Europe via the South Atlantic; and that those seats 
were hard for the ordinary traveler to get, not because we wanted them 
to be, but because they were occupied by high priority military and 
civil personnel who were fighting to save us all from Nazi domination. 

When hostilities again broke out, in Korea, Pan American was 
immediately on the job, and it has operated the largest amount of 
airlift to that area and achieved the highest performance record. 

Congress, when it passed the Civil Aeronautics Act, recognized 
Pan American’s pioneering efforts and decided that those routes 
which Pan American had developed, and which then constituted the 
total of American-flag services abroad, should be granted grandfather 
rights. However, Pan American did not get where it is today solely 
by reason of its historic position. Under the grandfather provisions 
of the act, Pan American received certificates for 23,591 route miles. 
Today is holds certificates for 91,406 route miles, the difference of 
67,815 miles being those which we obtained in compliance with the 
provisions of the ‘Civil Aeronautics Act as to the certification of new 
routes. In the proceedings in which we acquired these certificates the 
irregulars were conspicuous almost entirely by their absence. 

The manner in which Pan American obtained these authorities 
is in striking contrast to that sought to be employed by the irregular 
carriers. Pan American did not just go out and start these opera- 
tions without regard to law or regulation. Instead, Pan American 

carefully surveyed the routes, their traffic potentials, and the costs 
involved in operating them. It presented these facts to the Board 
in the manner required by law, showed the public need for the opera- 
tions, and demonstrated that we could best serve that need. It was 
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subjected to the fire of cross-examination, to scrutiny by the Board, 
and, lastly, to review by the President of the United States. 

If it successfully cleared these hurdles, it obtained a certificate; 
otherwise, it did not. Admittedly, this has cost us thousands of 
lollars, has consumed many man-hours of our time, and has generally 
aused us to wait several years before we could inaugurate desired 
services and on many occasions has prevented us altogether . We 
ave not always been happy about this, but it is part of the regulatory 
process as established by Congress, not only for the airlines but for 
most other public utilities in interstate or foreign commerce, and we 
have abided by it. 

There is one special phase of Pan American’s accomplishments on 
which F should like to comment, in view of certain claims as to the 
role played by the irregular airlines in promoting low cost. air trans- 
portation. ‘The irregular carriers were by no means the originators 
of this idea or its chief proponents. As early as 1942, Mr. Trippe, 
president of Pan American, stated: 

We must begin planning now for an overseas merchant air-fleet system of 
global scope, an air transport system not of luxury liners but one that will bring 
world trade within financial reach of the average man everywhere. 

In Pan American’s 1952 annual report, Mr. Trippe stated: 

If air routes in the postwar world are to be used to the maximum for further- 
ing international commerce, air transportation cannot be merely a luxury 
service for carrying well-to-do passengers at high prices. Air transportation 
inust carry the average man for what he can afford to pay. 

Again in 1943, Mr. Trippe stated: 

* * * air transport does have the choice of becoming a luxury service to 
carry the well-to-do at high prices or to carry the average man at what he can 
afford to pay. *an American has chosen the latter course. 

In 1946, Mr. Trippe reported to the International Chamber of 
Commerce: 

I feel now exactly as I did in 1943, that air transportation has the choice 
the very clear choice—of becoming a luxury service to carry the well-to-do at 
high prices, or to carry the average man for what he can afford to pay. There 
is no shadow of doubt in my mind that air transportation must choose the 
latter course. 

Pan American proposed to carry out this philosophy of low-cost 
air transportation not only in the overseas and foreign fields which 
it had pioneered but also in the domestic field. Believing that since 
the domestic carriers had been extended to compete with it on the thin 
routes abroad, it should be allowed to compete with them on the far 
heavier routes at home, Pan American applied for domestic routes 
and in 1946 supported its application with plans for a $99 transconti- 
nental proposal of this low fare. 

Pan American did more than propose low fares, it pioneered them. 
This was accomplished as promptly as conditions permitted. The 
war left our overseas routes in shambles and the immediate postwar 
period had to be devoted to their reactivation and rehabilitation. 
However, in September 1948 Pan American inaugurated regularly 
scheduled, low-cost, tourist-class fare between New “York and Puerto 
Rico. That service is now being operated at a fare of less than 4 cents 
per mile. I believe this is the lowest air fare regularly offered any- 
where in the world. The service operates at a high frequency. We 
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have operated as many as 114 one-way local flights per week. The 
service is very heavily patronized, by Puerto Rican residents and non- 
Puerto Rican residents of every economic stratum, including migrant 
laborers. The satisfaction with which the tourist and first-class 
services between Puerto Rico and the States operated by Pan Ameri- 
can are regarded by the traveling public is evidenced by the fact that 
during the year 1952, Pan American carried between Puerto Rico and 
New York, in both directions, a total of over 196,000 passengers, of 
whom more than 164,000 were carried on the tourist services. 

In March 1949 the tourist service was extended from New York all 
the way to Rio and Buenos Aires. Subsequently, tourist-class service 
was inaugurated throughout most of Latin America and to Alaska. 

In the Atlantic, Pan American encountered difficulties in making 
its low-rate program effective. Since the war the rates in that area 
have been fixed, subject to approval of the governments concerned, by 
traffic conferences of the International Air Transport Association 
(IATA) which include all principal American and foreign-flag car- 
riers operating in that area. Pan American waged a long : and difficult 
campaign within IATA to obtain agreement for the operation of 
tourist service. We took the fight to the public. At long last we were 
successful, and a year ago transatlantic tourist-fare service was in- 
augurated, with spectacular results. This service has recently been 
extended to the Near East and is to be operated around-the-world 
in 1954. 

Early in 1949 Pan American sought approval of the Civil Aeronau- 
tics Board for low-cost tourist service to Hawaii. In the fall of 1952 
with different equipment, we were permitted to proceed. Again the 
results have been what we anticipated. 

Thus, as you will see, Pan American for more than 10 years has 
been advocating and pressing for low-cost air transportation. The 
evidence of our success can be seen everywhere in the overseas and 
foreign fields. 

Another field where the irregular carriers have claimed altogether 
too much credit is air cargo, and particularly the operation of all- 
eargo aircraft. Pan American and its affiliates first operated all- 
cargo service in Latin America two decades ago. We even used to 
cut the tops out of old trimotors so that we could carry heavy mining 
equipment to inaccessible areas. We have continued to operate all- 

cargo aircraft and have a number in operation today. We have on 
order modern DC-6A freighters. 

While we believe in all-cargo aircraft, we believe also in the carriage 
of cargo in the cargo compartments of combination passenger and 
cargo aircraft, since this gives the shipper a more frequent and wider 
spread service at a lesser overall cost. The number of all-cargo air- 
craft operated by a carrier is thus not a true test of its interests or 
participation in the cargo market. A much better test is cargo ton- 
miles flown. In 1952, Pan American flew 51,617,000 cargo ton-miles, 
far more than that carried by any other international airline, sched- 
uled or nonscheduled. Whether you look at the Atlantic, the Latin- 
American, the Pacific, or the Alaskan area, Pan American outcarried 
its closest competitor in each area. 

I should like to make particular reference to Alaska, an area which 
has received considerable attention from this committee. It has 
become routine to ship milk, meat, eggs, and fresh produce by air to 
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\laska. Pan American has always carried the bulk of these commodi- 
ties to the areas in Alaska which it is authorized to serve. Rather 
than go into detail on this, I will submit to the committee the testimony 
recently given by Mr. D. E. McMorran of our company in Seattle 
before a subcommittee of the House Interstate and Foreign Commerce 
Committee. I would only emphasize that the traffic between the 
States and Alaska is characterized by marked seasonal and directional 
peaks—for example, the carriage of fishery and cannery workers to 
Alaska at the beginning of the season. We are accustomed to meeting 
these peak demands by adding regular schedules and by operating 
harter flights when appropriate. The same peaks and comparable 
solutions are found on other important PAA routes, such as New 
York-Puerto Rico, New York-Bermuda and United States-Europe. 
Most of these peak demands are predictable in advance and we intro- 
duce the necessary degree of flexibility in our aircraft fleet and 
operating plans. 

I have told you what Pan American has gone through to obtain its 
route certific ates and how it has faithfully discharged the obligations 
placed on it by those certificates. I want to compare this with how the 

irregular carriers came into being, and clarify the double standard 
under which they have been permitted to conduct their operations. 

The Civil Aeronautics Act, as adopted by Congress in 19388, pro- 
vided that no air carrier should engage in air transportation without 
first satisfying the Civil Aeronautics Board that the public con- 
venience and necessity so required, and obtaining a certificate to that 
effect. None of the irregular carriers hold certificates of public con- 
venience and necessity. For the most part they have not been in- 
terested in obtaining such certificates. 

The manner in which the irregulars initiated their operations and 
have continued them for 7 years in violation of the basic policy of 
the Civil Aeronautics Act, has not, we believe, been generally under- 
stood. I would like to summarize this for the committee. 

Section 416 of the Civil Aeronautics Act gave the Board power to 
grant exemptions from the requirements of the act in certain limited 
and narrowly defined situations. It was never intended that this 
power should be used to abrogate the basic certificate provisions of 
the act, provisions which Congress had adopted in order to prevent 
the evils of unrestrained competition which had plagued the industry 
prior to 1938. Shortly after the Board was established, it promul- 
gated a temporary exemption pursuant to section 416 permitting 
nonscheduled operations without a certificate. This was intended 
to a ply to the small fixed-base domestic operator, whose impact on 

‘ transportation in the ordinary sense was negligible. This tem- 
cal ry exemption was not intended to abrogate ‘the basic certificate 
requirements of the act as applied to ordinary transport services. 

At the end of World War II this exemption was seized upon by the 
irregular carriers as a means of entering air transportation without 
first proving public convenience and necessity, as Congress intended. 
The services of these carriers were entirely different in nature from 
those of the fixed-base operators for whose benefit the exemption had 
been promulgated. The nonscheds or irregulars operated on air 
transport service along the very same routes as those for which the 
scheduled carriers had been awarded certificates after passing the 
tests which Congress had established. Their services were non- 
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scheduled in name only. They were nonscheduled, to such extent as 
they were, only because they were scheduled that way. They were 
irregular, to such extent as they were, not because of the inherent 
nature of the traffic carried, but because they were planned that way. 

The Board evidently found itself in something of a predicament 
when its exemption was thus twisted beyond recognition. The logical 
course would have been to confine the exemption to the domestic fixed- 
base operation for which it had been intended and to insist on the 
irregulars seeking certificates. Instead, the Board in the early post- 
war period issued letters of registration under its nonscheduled exemp- 
tion to everyone who applied, without investigation into the applicant’s 
character and fitness to e ngage in air transportation, without inquiry 
as to the use intended to be made of the authorizations granted, and 
without opportunity for interested parties to be heard. These letters 
were clearly labeled as being temporary and revocable, and as au- 
thorizing only a very limited type of operation far removed from that 
which this committee is now being asked to consider. Anyone who 
accepted such a letter did so with the full knowledge of the very 
limited authorization, both in time and in character, which was being 
conferred. 

There followed a period of wholly unrestrained cutthroat competi- 
tion of precisely the type which Congress had intended to prevent 
when it passed the Civil Aeronautics Act. The irregulars generally 
ignored the frequency limitations applicable to their letters of regis- 
tration; they concentrated on high-density routes where traffic could 
— be diverted - cut-rate practices; they were permitted to op- 

ate under no air carrier operational safety requirements before 
Saqdieniion 15, 1946, al only minimum, though successively increasing 
such requirements thereafter. 

For several years now, the Civil Aeronautics Board has been en- 
deavoring to cope with the problem thus created and again to give the 
economic and safety provisions of the Civil Aeronautics Act the effect 
which Congress had intended in enacting them. We believe this effort 
by the Bo: ard to reestablish the regulatory system which Congress en- 
acted deserves ev ery encouragement from the lawmakers, unless, in- 
deed, there were to be a fundamental change in the basic law, which 
now provides the same sort of regulation “for air transportation as 
Congress has provided for railroads, motor carriers, pipelines, and 
other public utilities engaged in interstate and foreign commerce. 

The claim of the “irregulars” that the Civil Aeronautics Board has 
refused to give them hearings on their applications for certificates of 
convenience and necessity and that it has been a hostile forum even 
where applications were heard, is not supported by the record. Our 
experience has been that, while the “irregular” carriers like to talk to 
Congress about wanting certificates, they have generally run away 
from the task of proving their cases before the Board when the oppor- 
tunity is offered them. Back in 1948 and 1949, the Board held exten- 
sive hearings with respect to service to Alaska and to Puerto Rico. 
The “irregulars” were invited to have their applicetions heard in these 
proceedings. With few exceptions, they either failed to appear or 
dropped out before the cases got to hearing. For example, the $41.50 
fare proposal between San Juan and New York about which your com- 
mittee has heard, was never presented at this or any other hearing and 
subjected, as the law requires it to be subjected, to the tests of cross- 
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examination and refutation. Presently the Board is giving the “irreg- 

ilars” another opportunity to prove their case for certificates, not only 
in the general investigation of irregular carriers, but also in a new 
proceeding relating to service between the United States and Alaska, 
n a proceeding relating to transatlantic air cargo, and in other cases. 
We earnestly suggest that the Board be allowed to discharge its re- 
sponsibilities in these cases in the judicial manner which Congress 
contemplated when it enacted the Civil Aeronautics Act. 

I would like finally to bring to the attention of the committee cer- 
tain special considerations relating to the problem of allowing the 
“irregulars” to invade the international field. I say “invade” because 
so far as the passenger field is concerned, the “irregulars” for the past 
6 years have not had any authorization to carry international pas- 
sengers except on specific permission granted from time to time by the 
Civil Aeronautics Board for a particular flight or series of flights. 
Consequently, in this field there is not even the argument that because 
the “irregulars” are there they must be permitted to continue regard- 
less of consequences. 

In the first place, whereas the domestic field is characterized by 

igh-density routes operated between major population centers, the 
international services are generally over long, thin routes which are 
not economically capable of sustaining a large snumber of carriers. We 
are fortunate if, over our best routes, we can operate as many flights 
a week as are operated per day on many domestic routes. At a busy 
terminal a domestic airline is likely to have as many arrivals and 
departures in an hour as we do ina day. Many of the international 
routes have insufficient traffic to support the operations of even one 
United States flag carrier and are operated as a matter of national 
interest. In consequence of these and other factors, whereas the 
domestic trunkline operations are now on a subsidy-free basis, the 
long international services in all parts of the world require heavy 
taxpayer support. It simply does not make sense to permit the ir- 
regular airlines to drain off the limited amount of traffic available to 
support the international services when the inevitable result is to 
increase the cost of our international United States flag operations 
to the taxpayer. 

The second consideration relates to foreign relations. The United 
States is not a free agent as to what foreign routes it will operate, 
what rates will be charged, and what frequency of service will be 
provided. All of these matters require delicate negotiations with 
numerous foreign governments, many with philosophies differing from 
our own. If our Government is called upon to make additional re- 
quests of a foreign government, these are generally refused unless 
the United States y ields some reciprocal privilege to that government’s 
airline. Congress recognized this basic difference between domestic 
and international transportation when it provided in section 801 of 
the Civil Aeronautics Act that the issuance of certificates in the inter- 
national field should be subject to control by the President, with the 
Board acting only as an advisory body. The exemption under which 
the irregular carriers got their initial rights from the Board to engage 
in any foreign operations circumvented at least the spirit of this 
section. Not one of the authorizations which the teens hold for 
foreign-freight operation was ever approved by the President. 
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The Civil Aeronautics Act of 1938 simply applied to air-transporta- 
tion principles long tried and proven in the case of other public utili- 
ties, both in the Nation and in the States. Under the act the overseas 
and international network has had a tremendous growth, not only in 
the number of miles operated and in the amount of service afforded, 
but in the number of companies authorized to perform the service. 
In 1953, America’s airlines still lead the world international routes, 
but we are entering the jet age and the competitive battle with foreign 
lines will be even more intense. These should be the last circumstances 
under which Congress should cast aside the sound legislation under 
which our air-transport system has developed. Rather, this is a 
time for the fair and equal application of the principles of that legis- 
Jation to all concerned. 

Thank you very much, sir. 

(The prepared testimony of D. E. McMorran submitted by Mr. 
Leslie is as follows:) 


Mr. Chairman and Congressman Pelly, I am most appreciative of this opportu- 
nity to appear before you to present Pan American’s views respecting transporta- 
tion between the United States and Alaska and the part played therein by the 
scheduled air carriers. 

Most of the testimony which has been introduced during the past 3 days has 
been concerned with surface transportation to Alaska and with the frequent 
interruptions which have beset it. Pan American does not purport to be an 
expert on surface shipping and we do not claim to know the answers to the 
questions which have been troubling you. However, we have as great an in- 
terest as anyone in seeing reliable surface transportation established. Alaska 
needs many items which are either physically or economically unsuited for 
commercial air transport. When Alaskans are deprived of these commodities 
their economy suffers and that in turn hurts us. We want to see Alaska grow 
and prosper and Seattle along with it. 

While the airlines are not a substitute for surface shipping, they have become 
such an essential part of the economy of Alaska that the territory could no longer 
survive without them. As aviation progresses, that dependence is bound to be- 
come increasingly greater. I want, therefore, to acquaint this committee with 
some of the things which Pan American has done, is doing, and plans to do 
to insure adequate air service to the people of Alaska. As you will see by 
reference to the maps which I have given to you, Pan American serves the Alaska 
cities of Ketchikan, Juneau, Fairbanks, and Nome. Unlike the other carriers 
from which you have heard, Pan American does not serve Anchorage. The CAB 
has never granted us this right, despite the fact that Anchorage generates more 
air traffic than is generated by Pan American’s four cities combined. 

While our market is smaller, more seasonal and more directional than that 
of any other air carrier, Pan American has always been the leader in establishing 
and maintaining adequate air service to the people of Alaska. Our record is not 
one requiring either apology or defense. We have transported, with but few 
exceptions, all of the passengers and all of the essential cargo which it was our 
responsibility to move and we have done so with none of the work stoppages 
which are of such concern with respect to surface shipping. Pan American’s 
devotion to this undertaking dates back many years. In 1982, air transportation 
in Alaska was in about as bad shape as you now find surface shipping. The 
two largest companies had accumulated such large operating losses that they 
were unable to continue. In response to pleas by officials of the Army and 
Navy, Pan American stepped in to the Alaska air-transportation picture. It 
bought these companies, reorganized them, and put them on a sound business 
basis. It did something else which those viewing the transportation pattern 
of today tend to forget. Until Pan American took over, all Alaska air trans- 
portation was operated on an irregular, demand basis. We saw that Alaska 
could never develop properly without scheduled, reliable, air service, and Pan 
American introduced such service into the Territory. The testimony of those 
who now seek to attach such importance to the operations of the nonscheduled 
carriers merits evaluation in the light of the fact that these individuals are rec- 
ommending a form of transportation which was abandoned 20 years ago because 
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did not fulfill Alaska’s needs. Experience proves that Alaska’s destiny is of 
necessity linked to the services of the scheduled certificated air carriers. 

Pan American, on June 20, 1940, inaugurated the first commercial air service 
between the United States and Alaska. Shortl’ after that the United States 
weame involved in World War II and our armed services found Pan American 
ready. Pan American flew many thousands of tons of vital war materials and 

ersonnel under Navy contract from the States to Alaska. Our ability to get 
he job done was attested to by the Navy when it stated that Pan American 
had helped substantially, by its efficient operations in one of the most difficult 
flying areas in the world, and in overcoming the transportation problem in the 
critical Alaskan area,” 

After the war Pan American, in the same spirit, tackled the problem of antici- 
ating and satisfying the growing demand for commercial air service between 
the States and Alaska. It equipped itself with DC-4 aircraft, the best air- 
raft then available for the job, and embarked on a vast expansion program. 
| think you will find the degree of this expansion interesting. In 1946, Pan 
American flew in States-Alaska service 4,848,000 available ton-miles. In 1947 
we increased this to 11,230,000 ton-miles and by 1952 we had increased our 
service to 23,597,000 ton-miles. In other words, Pan American in 1952 provided 
487 percent of its 1946 capacity. We expect to offer in 1953 510 percent of our 
1946 capacity. 

Moreover, we provide that capacity at the time of the year when it is needed. 
Traffic to the areas of Alaska serviced by Pan American is more seasonal and 
more directional than almost any other market in the world. Pan American has 
met this problem by taking advantage of its large-scale operations throughout 
the world to shift aircraft between its Alaska and its other operations as the 
demand requires. For example, during the past winter months we have had 
six DC—4’s assigned to the Alaska operation. On May 1 of this year the seventh 
aircraft will be added and during the period from June 1 to September 15 we 
will have a total fleet of eight aircraft assigned. We can also make emergency 

mands on our San Francisco base which operates across the Pacific. We 
not only vary the number of aircraft used, but we control our aircraft main 
tenance so that, whereas our average yearly aircraft utilization may be only 
S hours a day, we will fly each plane at least 12 hours a day during June. 
‘his single factor provides additional aircraft time equal to two round trips 
per day between Seattle and Fairbanks during the peak period. The attached 
charts will show you how we fitted capacity to demand in 1952. The picture for 
1953 will be much the same. 

We have not only matched capacitywise the growing demands of our area 
hut we have provided this service at progressively reduced rates. In 1946, the 
passenger fare between Seattle and Fairbanks was $155. Today our standard 
fare is $90, a rate of 5.89 cents per mile, which is lower than the prevailing 
standard rates between even the major traffic centers of the United States. Pan 
American also provides a space available rate on its freighter aircraft of only 
$75 from Fairbanks to Seattle. This compares with the lowest tourist service 
rate to be found anywhere in the world. 

Even greater reductions have been made in cargo rates. The general com- 
modity rate in 1946 for shipments between Seattle and Fairbanks was 68 cents 
per pound. Today it is 19 cents. Specific commodity rates for food have been 
reduced from 35 cents in 1946 to 17 cents for meat and eggs and to 15 cents for 
milk, 

None of these reductions has involved any added cost to the taxpayer. While 
Pan American provided 427 percent more service in 1951 than in 1946, the total 
umount of mail pay which it received for its Alaska services declined by 41 
percent. The part of this which represented subsidy was fully justified by 
special public-interest features of Pan American’s service, such as service to 
small communities and the providing of local air service within Alaska. Then, 
too, it must be remembered that Pan American has assumed the obligation of 
providing regular, reliable service throughout the year regardless of cost. 

Most of Pan American’s service to Alaska is operated as a private business 
risk and at no cost to the American taxpayer. Our service is operated under 
a fixed mail rate established by the Civil Aeronautics Board which recognizes 
only 10,950,000 available ton-miles as being required by the public interest and 
which makes no allowance for the operation of all-cargo service. The mail 
rate is pegged to this mileage. However, this authorized mileage was only 
46.4 percent of the mileage which we actually operated in 1952 in the interest 











380 FUTURE OF IRREGULAR AIRLINES 


of insuring adequate service to the people of Alaska. Similarly, the added 
capacity which we expect to operate this year will entitle us to no additional 
mail pay. 

Pan American has accomplished the foregoing because of the economy and 
efficiency of its operations. The record in the recent hearing before the CAB 
concerning Alaska tariffs establishes that Pan American's costs of providing 
air service between the United States and Alaska are lower per available ton- 
mile than those of any other air carrier, certificated or noncertificated. I am 
well aware of the charts which Air Transport Associates uses as purporting to 
show that ATA is the lowest cost operator. Please remember that these charts 
are inconsistent with Mr. Heacocks’ testimony in the Alaska tariff investigation 
case where he admitted that his true costs were about $240 per aircraft hour. 
This works out to a cost of 27.2 cents per available ton-mile compared with 
only 26.1 cents for Pan American. Even this understates the differential, as 
the record in that case will show. 

That is the broad picture of what Pan American has done and is doing. I 
want next to deal with certain claims of inadequacy which have been made 
I have read the general remarks respecting adequacy made before the Commerce 
Committee on March 20, 1953. These comments cannot be considered applicable 
to the areas of Alaska served by Pan American. For example, Congressman 
Pelly referred to the fact that the irregular carriers had to be pressed into 
service “just taking milk to the babies of Alaska.” It was Pan American that 
pioneered the carriage of milk to Fairbanks and Pan American has always 
handled virtually all of this business. I have checked with the principal sup- 
pliers of milk to the Fairbanks area and they have informed me that Pan 
American carries at least 95 percent of all milk brought into Fairbanks and 
this was true even during the 1952 steamship strike. Most of the balance is 
moved via Alaska Airlines, the other certificated carrier serving Fairbanks. 
Mr. Heacock stated in the tariff investigation that ATA has carried very little 
milk into Fairbanks. Pan American also carries the bulk of other foodstuffs, 
including meat, eggs, and fresh produce. 

The other specific complaint which has been lodged against our service was 
Mr. Kelley’s testimony that during the 1952 strike, Pan American gave foodstuffs 
priority over his merchandise. To this we gladly plead guilty. We think it is 
important for the people of Alaska to have an assured supply of meat, milk, 
and vegetables even if this means that in times of emergency, which are not 
of our making, we sometimes have to slight our regular customers. 

The interests of the individual must sometimes give way to the broader public 
interest. That is why Pan American has joined with the other airlines in 
setting up the air-lift committee to insure that first things come first and that 
everyone works together to get them done. 

On this question of adequacy of service, it is interesting to note that in the 
Alaska tariff case, Mr. Heacock, President of ATA, testified that Pan American 
was providing Fairbanks with an adequate volume of cargo service, that the 
shippers of the. Fairbanks area preferred Pan American’s service, that Pan 
American’s rates were at a level which made the business relatively unattractive 
to the nonscheduled carriers and that, as a result, ATA had operated very few 
trips into Fairbanks and these largely as continuations of trips serving Anchorage. 

The foregoing speaks adequately for what Pan American has done and is doing. 
However, we are never content simply to stand on the record. We constantly 
seek ways and means to improve and expand our service. In this connection 
we determined many months ago to introduce more modern and efficient aircraft 
than the DC—-4 and we ordered DC-6B and DC-6A aircraft. We have not obtained 
delivery on these aircraft as promptly as we would have liked because we have 
had necessarily to take second position to the demands of national preparedness 
upon the aircraft industry, demands which have also required the dedication of 
16 of our commercial aircraft to the Korean airlift. Then, too, we have been 
handicapped by the fact that the program to enlarge the Juneau Airport to 
accommodate modern, faster aircraft has not yet been carried out. 

Subject to aircraft deliveries and the availability of operable airports, Pan 
American will have DC-6B aircraft in operation to Alaska by the time the 1954 
season commences and we will put them in service even sooner if circumstances 
permit. 
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‘The CuAarrMan. Are there many of the nonscheduled routes that are 
operating directly in competition with you over the same airways 
that you fly, Mr. Leslie? 

Mr. Lestir. Well, that question has to be answered, first, by area 
and, second, by the two different kinds of routes we fly. First are the 
routes we operate in overseas service, which means the United States 
territories abroad; secondly in foreign service, which means to other 

ountries. Of course, we operate across the Atlantic to Latin America, 
across the Pacific, and to Alaska. In each of those areas there is com- 
petition by the so-called irregulars, but, in each case, of a very different 
Uy pe. 

The Carman. How many planes do you have altogether in Pan 
American on your overseas routes ? 

Mr. Leste. I think it is about 135, Mr. Chairman. 

The CHarrMAN, Are you transporting in what we might term the 
Korean lift, or the Korean flight ? 

Mr. Leste. Yes, we are the largest operator in the Korean airlift, 
and I believe the record will show the highest standard performance 
in regularity and punctuality, and so on. We were in the Korean 
airlift within hours after the emergency was declared, and have been 
operating our own aircraft and our own crews, and through sub- 
contracts with other domestic airlines the largest fleet in the Korean 
airlift. 

The Cuarrman. Thank you, sir. 

Mr. Leste. Thank you, Mr. Chairman. 

The Carman. Again, Mr. Leslie, may I say I am very sorry I 
was not here at the beginning, but I came just the moment we com- 
pleted the phase of the agriculture committee hearing that I was 
interested in. ‘The last time I saw you, I think, was about 2 years ago, 
when you were down in the office with your brother, Frank. 

Mr. Leste. I think perhaps a little bit longer than that. I think 
about 4 years ago, Senator. 

The Cuatrman. That was before your illness. 

Mr. Lest. Yes, indeed. I talked to Frank yesterday, and he 
sent hisregards. Thanks for your courtesy, Senator. 

The Cuarrman. The next witness will be Mr. A. G. Thomson, Jr., 
president of the Argonaut Airways. 


STATEMENT OF ADAM G. THOMSON, JR., PRESIDENT, ARGONAUT 
AIRWAYS CORP., MIAMI, FLA. 


Mr. Tomson. Mr. Chairman, I have no printed statement here, 
and if you will indulge me I will just read from what I have prepared 
in the way of notes and modified statements. 

The CHarrMan. Allright. Proceed. 

Mr. Tomson. My name is Adam G. Thomson, Jr. I am president 
of, and majority stockholder in, Argonaut Airways Corp., a large 
irregular carrier, based in Miami, Fla. I am a Minnesotan by birth, 
as was my father before me. 

The CHarrmman. Aviation has taken you away from your State. 

Mr. Tuomson. I am afraid that is very true, sir. 

In point of fact, my grandfather came to Minnesota as a young man 
in the 1870’s and engaged in the grain business. He founded the 
A. D. Thomson Co. He was a friend and associate of James J. Hill, 
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whom you may recall in connection with the development of the great 
Northwest and the Great Northern Railway system and its constituent 
enterprises. 

The Cuairman. I know about both of them. 

Mr. Tomson. My grandfather leased and operated the Great 
Northern’s grain elevators in Duluth, Minn., for a number of years, and 
my father, in his time, carried on this business until his retirement 
therefrom in 1937. My grandfather was one of the founders of 
Kelley-How-Thomson, a wholesale hardware house in Duluth, and 
my father also succeeded him in this business. My family still re- 
tains an interest in this company. 

As you can see from this brief résumé, I believe I come from a 
family of pioneer investors and developers. My interests, however, 
have led me into the field of air transportation and aw ay from Minne- 
sota. I made my first investment in this field by acquiring an interest 
in International Air Freight, a nonscheduled carrier operating prin- 
cipally between the United States and Central - South American 
points. I subsequently acquired an interest in U. S. Airlines, Inc., a 
certificated freight carrier operating on north-south routes east ‘of 
the Mississippi River. I was vice president in charge of operations 
for a period of 1 year. My association with this company was 
terminated in October of 1952. Immediately thereafter I acquired my 
present interest in Argonaut Airw ays Corp. 

In some respects I feel that my interests in the nonscheduled indus- 
try is somewhat unique, in that my approach has been principally that 
of an investor in a new and still developing field, the field of demand- 
type air transportation. I feel my interest in this field demonstrates 
the attraction and possibilities this segment of our air transportation 
system holds for venture capital. This interest, if properly developed 
and fostered, will bring forth an entirely new force into this field. 
Should this eventuate, a long stride forward will have been made. 

So much for preface and prologue. | Now to be specific. I have no 
quarrel with the Civil Aeronautics Board. I have no quarrel with 
the Civil Aeronautics Act. However, as a citizen of the United States, 
I do wish, in the exercise of my right of petition, to bring to the atten- 
tion of the Congress, a matter in which, as I have indicated, I have 
very real and vital interests. 

At the very threshold, I wish to say that in my judgment the Civil 
Aeronautics Act is a house of many mansions, and that there is room 
therein for my scheduled airline brethren, as well as for myself and 
my nonscheduled brethren, too. The key, I believe, is to be found in 
a careful and analytical reading of section 416 (a) of the act. The 
portion to which I refer, reads as follows: 


The Board may from time to time establish such just and reasonable classi- 
fications or groups of air carriers for the purpose of this title as the nature of the 
services performed by such air carriers shall require; and such just and reason- 
able rules, and regulations, pursuant to and consistent with the provisions of this 
title, to be observed by each such class or group, as the Board finds necessary in 
the public interest. 


The Board, as this committee knows, has sought and found its stat- 
utory source of authority in section 416 (b) of the act, and as a result, 
the nonscheduled carriers, in the Board’s view, exist only by virtue of 
anexemption. This is more than a war of words, for there can be no 
dispute that taint flows from the fact that the nonscheduled carrier, 
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in the Board’s view, must look to a statutory exemption, rather than 
an express statutory authority, for its right to engage in air commerce. 
The Board has, for example, emphasized that since nonscheduled car- 
riers exist only because of an exemption, any attack on the manner in 
which that exemption is extended to the carrier is in reality an attack 
on the exemption itself, and that the Board by withdrawing the ex- 
emption could cancel the authority under which the nonscheduled car- 
rier operated. Without pausing at this time to evaluate the legality 
of this point of view, it may be said that viewing nonscheduled carriers 
to exist only by virtue of an exemption has colored the entire approach 
to the position to be accorded these carriers in the carriage of air com- 
merce. Thus, inthe Board’s view, the nonscheduled carrier came into 
existence, pursuant to an exemption, with the shadow of the bar sin- 
ister, with all its implications, athwart its origin. From this ques- 
tioned infancy, the nonscheduled carrier has grown to a questioned 
adolescence, still treated as someone, to coin a phrase, who was born 
on the wrong side of the runway, and it is an established fact that most 
of the nonscheduled airlines are classed and segregated on many air- 
ports, not necessarily to their own choosing. 

The CHatrmMan. It is just like a horse race: Someone is going to 

ive the inside place and the other fellow is going to be on the outside. 

“Mr. Tromson. That is correct. 

The Cuarrman. So, I believe you will always have that problem. 

Mr. Tuomson. That is not the point at issue, I am afraid. It is 
apparent, then, that the view that the nonscheduled carrrier exists 
only by sufferance has colored, too, the regulatory approach adopted 
by the Board in respect to these carriers. 

However, as indicated, in my judgment, the proper approach to the 
cena of the nonscheduled carrier is by and through section 416 

a), quoted above. In that vein, there was prepared and submitted 
to the Board, as referred to by Senator Pepper, in Docket No. 5132, 
a series of comprehensive exhibits. I ask that these exhibits be made 
a part of my statement. 

The CuarrMan. They will be made a part of the committee records. 

Mr. Txomson. A plan of regulation, resting for its ultimate au- 
thority on section 416 (a) as it appears on page 4 of this exhibit, 
follows. I will be brief. 

No limitations should be placed on frequency of low-fare flights 
made by irregular, or noncertificated carriers, inconsistent with eco- 
nomic utilization of their fleets. This does not necessarily mean that 
service will be unlimited. 

If the Board insists on less than economic utilization of the fleets of 
the irregular carriers, because of the theory of “diversion,” the theor y 
of “cream skimming,” or the theory of “fare structure demoralization,” 
it will have stacked the cards against the ir regular carriers to begin 
with. In addition, it will have failed to utilize the valuable facts 
which operation in the low-fare field by the irregular carriers would 
reveal about the size and character of the low-fare market. Only 
upon such facts, rather than upon theories generated by a recession 
psychosis, can a sound program of development of the low-fare field 
by predicated. 

Flights should be permitted between stated points at stated times. 
Charter flights should be permitted. ‘The lack of time schedules and 
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stable-route structure are not inherent characteristics of low-fare air 
transportation. In part, the irregularity stems from Board rules, 
from the developmental nature of the field, and from the destructive 
tactics of certificated carriers, who, after initial development of an 
aircoach route by the irregular carriers, move in and attempt to pre- 
empt the field. 

Growth of the fleets of irregular carriers should be permitted con- 
sistent with the demand of low-fare travelers for additional service. 

Low-fare air travel should be provided at a fare level no higher than 
70 percent of the comparable first-class rate, and no lower than such 
fares as will permit a reasonable profit. 

No new carrier should be prevented from entering the low-fare air 
passenger transportation field upon a showing of need for low-fare 
service not adequately provided by existing carriers. 

The present “irregular operators” should be allowed a minimum 
period of 3 years under the above operating regulations to determine 
whether they are fit, willing, and able to prov ide the required service, 
Upon the expiration of this period, they should, upon the proper show- 
ing, be given certificates to provide scheduled low-fare service over 
definite routes. 

That is an excerpt from the exhibit which I would like to introduce 
before the committee. 

The Cuarrman. All right. It will be made a part of the committee 
files. 

Mr. Tuomson. The text and tables which follow in this exhibit 
develop this thought, and should be read in the light of the specific 
recommendations set forth above. 

In conclusion, I wish to leave with the committee this thought: 
It is my judgment the act, as now written, is broad enough to permit 
a period of developmental and experiment: al operations, during which 
the limits and boundaries of this type of service could be determined, 
to be followed by routinization and ultimate certification where appli- 

cable. The “just and reasonable rules, and regulations,” specifically 
provided by section 416 (a) should govern both the experimental and 
final operations. 

I should welcome the opportunity to reply to any challenges that 
may be made to this interpretation of the act, and should this com- 
mittee desire a legal discussion of this point, I will, upon request, 
have a brief thereon prepared and submitted to the committee. 

The Cuamman. How many planes do you operate? 

Mr. Tomson. I can answer that very specifically. I operate one 
aircraft. 

The Cuamman. One aircraft? 

Mr. Tomson. Yes. 

The Cuamman. How many were you operating when you left the 
other organization ? 

Tuomson. Well, with U. S. Airlines we operated six aircraft 
most of the time. 

The Cuairman. And you left that company to form your present 
company ¢ 

Mr. Tomson. Yes, that is correct. As an investor I assumed con- 
trol of thiscompany. I took a business risk. 
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The CHarrmMan. Who is with you in operating this one plane / 

Mr. Tomson. I am 96 percent owner of the corporation, and I 
employ a secretary-treasurer, an operations manager, 6 pilots, 2 
stewardesses, and a chief of maintenance. I think I can say that I 
provide a true demand-type service. 

The CHarmmMan. What do you do with your pilots when you tie up 
that plane for its regular routine checkup for servicing? 

Mr. Tomson. The pilots are paid on a mileage basis. 

Che Cuarrman. Do they fly for other companies, also? 

Mr. THomson. They have not had to, and since my operation of 
the company the captains who have been in my employ have averaged 
a monthly salary in excess of a thousand dollars. 

The C HAIRMAN. Did you buy a new plane? 

Mr. THomson. No. T leased this aircraft from the Air Materiel 
Commmagid My investment is small. I consider myself a small-busi- 
ness man. I have additional venture capital I should like to risk in 
this type of an operation, but I proceed with caution. 

The CHatrmin. How long have you been operating this plane that 
you are now operating ¢ 

Mr. Tomson. Six months. 

The CHamman. Six months? 

Mr. TrHomson. Yes, since November of 1952. 

The Cuairman. You say your pilots all take time off or use up their 
annual leave while you are having the plane serviced ? 

Mr. Tomson. Well, sir, the airplane has not had to be tied up for 
any extended period of service. 

The Cuamman. It is going to have to be pretty quickly, though. 

Mr. Tomson. It will probably have to go through an 8,000-hour 
inspection during this year. I contemplate additional either purchase 
or lease of aircraft. 

The CuHatrman. Between what points do you operate now? 

Mr. THomson. I operate a demand-type service. The bulk of my 
business is contracted directly with the Government in official and 
unofficial military traffic. I do a certain amount of common carriage 
for the general public, a very great deal of common carriage with 
soldiers and people who are in military service or in Government 
service. 

The CHarrmMan. You fly anywhere ? 

Mr. THomson. Yes, sir, in a domestic area. I restrict myself to the 
interior of the United States. 

The CHarrman. How do you manage, then, if you send that plane 
out to the west coast? How do you manage with your pilots? 

Mr. Tromson. I employ 6 pilots. I keep 4 crew members, 4 pilots on 
the aircraft or with the aircraft at all times. That permits them to be 
home for 10 days a month and out for 20 days, and they stagger that 
so that there is a crew coming in every 10 days. 

The Cuatrman. I know on flights across continent there will be 4 
pilots aboard, 2 on the off-shift and the other 2 on shift ? 

Mr. THomson. That is correct. 

The Cratrman. They take their rest aboard the plane? 

Mr. THomson. No, they do not. 

The Cuarrman. Well, how do you handle your crew, then? If you 
are flying from here to the west coast you have no scheduled routes; 
you pick up a load and fly wherever the load designates you to fly. 
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Mr. Tuomson. That is correct. I find that, in order to make a trans- 
continental flight, I have to have two crews aboard, in that it may 
sometimes take me as much as 16 hours to make the flight if I have 
adverse winds or many stops. When the crew reaches destination 
they then take their rest, and they are ready to go again within 24 
hours maximum for an additional flight. Under the present operation 
theoretically we could get a utilization of 8 to 9 hours a day. We 
actually get an average of approximately 6 to 614 hours per day. 

The CHairman. Thank you, Mr. Thomson. 

The next person we have is Mr. O. Roy Chalk. You may proceed, 


Mr. Chalk. 


TATEMENT OF 0. ROY CHALK, PRESIDENT OF TRANS-CARIBBEAN 
AIRWAYS, INC., NEW YORK CITY 


Mr. Cnacx. Mr. Chairman, my name is O. Roy Chalk. I live in 
New York City. I am president of Trans-Caribbean Airways, Ince., 
a large irregular air carrier operating pursuant to the Civil Aeronau- 
tics Act. 

Trans-Caribbean is the oldest of the large irregular air earriers, 
having been originally formed in April 1945. We now own five DC-4 
aircraft and lease two C+46 aireraft. Trans-Caribbean has operated 
in domestic, overseas, and foreign air transportation, conducting ex- 
tensive operations particularly in the overseas and foreign markets. 
It was the first air carrier to supplement military service for airlift 
of both cargo and persons on a charter basis under contract. with the 
War Department. That was during the time of the Marshall plan, 
the institution of the Marshall plan in Europe. 

It has operated a large number of contract flights for the military 
in both foreign and domestic operations, in addition to its commercial 
services. In 1950 I was responsible for obtaining recognition and use 
by the Department of Defense of large irregulars for the domestic 
varriage of troops movine on official business in planeload lots. 
Since 1951, Trans-Caribbean’s operations have been substantially de- 
voted to contract operations for the military in the domestic lift of 
official military traffic. 

From an initial capitalization during its first 2 years of operations 
of approximately $250,000, my company has grown to the position 
of a net worth of approximately $1,750,000. There are in excess of 
400 stockholders in my company. 

I welcome this opportunity to submit to this honorable committee 
my views on the place of the large irregular air carriers in the air- 
transportation industry, views which have been borne of long experi- 
ence in both commercial and military operations. I do not propose 
to take the time of this committee or to direct my statement to ex- 
tensive laudation of the past activities and contributions of the non- 
certificated segment of the air-transport industry. I do not intend 
in this presentation to engage in controversial castigation of those 
whose views may be adverse to the proponents of this segment of the 
industry; nor to engage in criticism of those who are charged with 
the responsibility for administering the Civil Aeronautics Act. I 
believe I can best serve this committee by outlining certain construc- 
tive proposals on the general matters which you are now considering. 
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I am of the firm belief that there is a place in the air-transport 
ndustry for the large irregulars. I believe that such place can and 
should be defined and regulated under proper and ap propriate pro- 
visions which ean effective ly recognize the role which a carrier such as 
es ans-Caribbean can play in this Nation’s air-tr: ansportation system, 
vithout prejudice to the presently certificated air carriers, in a man- 
ner thoroughly auxiliary and supplemental thereto, and in harmony 
ith the objectives of the Civil Aeronautics Act. I believe that that 
place is no less in the foreign than in the domestic and overseas areas. 
[ believe that past regulatory limitations have not been sufficiently 
realistic and have failed to recognize the functions which can appro- 
priately be performed by these supplemental and auxiliary air 
carriers. 
shall, therefore, devote my entire statement to three major, con- 
tructive suggestions concerning: 

be A measured formula, defining — limiting in realistic manner 

e role and operations of auxili: ry or bee irregular air carriers. 

IL What I term an “FHA plan’ f r aircraft equipment to encour- 
ve private investment in the financing and acquisition of air-trans- 

ort equipment. 

III. Reorientation of Civil Aeronautics Board organization. 

is to the first, the measured formula, defining and limiting in 

ilistie manner the role and operations of auxiliary or large ir- 
regular air carriers, it has been said that segment of the industry, of 
which I am proud to be a part, has not offe red a plan, a constructive 
suggestion, as to how it would like to operate. The purpose of this 
measured formula is to define and bring to the attention of this com- 
mittee a plan that makes sense and that is workable. 

Authorization to engage in common carrier flights in interstate, 
overseas, and foreign air transportation, subject to the following 
imitations: 

1. Restriction to a total maximum number of miles per month, and 
we suggest 120,000 miles. This differs from the original interpreta- 
tion, which was so vague and nebulous, that it made itself entirely 
unenforceable. The nebulous statement as to a certain number of 
flights was never explained as 8, 10, 12, or 15, the certain number of 
flights which would be of such infrequency as not to be termed a 
regular pattern, and so forth, without going into the old type of 
definition. I suggest a clearcut line, saying so many miles, 120,000 
miles per month, in this phase of my plan, and no more except as is 
ndicated further in my plan. 

2. Restriction to six round-trip flights per month without regard 
to regularity between the area of the carrier’s base and any other 
of six domestic, overseas and foreign areas (as defined hereinafter) 
which areas are to be elected by the carrier, subject to the following 
conditions. 

Before I go into the conditions, let me clarify the six rownd-trips 
per month. In effect, I say that Trans-Caribbean, our home base 
area, is New York. We are to be given, under my theory, a selection to 
determine six areas to which we may fly. In our partic ular case of 
the 18 areas, we had selected New York, several points in Europe, 
several points in Central America, et cetera. 

The CHatrman. How long would it take you to fly one of those 
round trips ¢ 
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Mr. Cuatx. The farthest round trip? 

The CuarrMan. Yes. 

Mr. Cuatx. Two to three days, if you went down to South Africa. 

The CHammMan. You suggest six ? 

Mr. Cua.x. I would suggest 6 round trips per month as a limitation, 
6 between each of the 6 areas. In other words, it is conceivable I 
could fly 36 flights in the course of a month, but distributed within 
6 areas, and no more than 6 flights between the home base and any of 
the 6 areas. 

The Cuarrman. Then there would be no restriction as to how many 
areas you would have / 

Mr. Cuatk. Each carrier would elect the six areas that he desires 
to fly. 

The Cuarrman. Then you could fly 36 flights? 

Mr. Cuax. That is correct. 

The CHarrman. For how long! Would that be an indefinite 
period ¢ 

Mr. Cuaik. Under the plan I suggest it would be either by certifi- 
cate or exemption for a suggested 3- to 5-year period. 

The Cuarrman. For how long? 

Mr. Cuatk. Three- to five-year period. I will cover that a little 
bit further on, sir. 

The Cuarmman. You may proceed. 

Mr. Cua. In connection with the six round-trip flights I have the 
following other limitations and exemptions: 

During seasonal peaks there shall be no limitation on the number 
of flights, other than the monthly mileage limitation and a maximum 
of 12 flights per month between any 2 points. In other words, during 
the months of June, July, and August, the peak, when not enough air- 
planes are available to carry the existing traffic, then the limitation 
should be off, rather, extended to twelve. 

The Cuarrman. Why do you not make application to become a regu- 
lar carrier ? 

Mr. Cuacx. We have made an application to become a regular car- 
rier. Trans-Caribbean prosecuted the case for a coach certificate for 
5 years and prosecuted it to a successful conclusion as far as presentin 
our case calieen certified or recommended by the examiner as fit an 
able. However, the choice in the final decision was not Trans-Carib- 
bean for a certificate. 

The Cuarman. Then how many flights are you flying now? 

Mr. Cuarx. We fly perhaps 30 or 40 flights a month. 

The Cuamman, Proceed. 

Mr. Cuax. No restrictions shall be imposed for common carriage 
purposes as to frequency, regularity, or destination, on the return 
portion of a contract or charter flight. 

Now, that is a very practical suggestion because often the United 
States Government would ask to charter a flight from New York, say, 
to Berlin, or some foreign point, and the return portion becomes a 
problem. We would have to ferry back and charge additional cost to 
the United States Government for coming back empty. Where we 
have a contract flight of a bona fide character we should be permitted 


on the return portion to sell common carriage. That is my suggestion 
as to that point. 





di 
) 


be 
th 
to 





at pe 





FUTURE OF IRREGULAR AIRLINES 391 


In the event any 1 carrier should operate its flights directly or in- 
lirectly in conjunction with 1 or more other carriers between the same 
Pe nts, then the aggregate number of flights for all such carriers 
between such 2 points shall be limited to a total of 6 flights, but no less 
than 1 flight per each such carrier per month. The purpose of that is 
prevent collusion to avoid the restrictions, to be perfectly fair about 
and just. Each carrier shall be bound by its election of the areas, 
it may on application to the Civil Aeronautics Board request a 

ange or substitution in its service area election. 

I think that answered the question you had. 

The suggested areas of operation include 4 domestic, 4 overseas, in- 

Juding Puerto Rico, Hawaii, Panam: 1, and Alaska, and 10 in foreign, 
ich as Central America, South America, Canada, North Europe, 

South Europe, et cetera. Incidentally, I have estimated the total 

imber of people within the areas I suggest as ee ees 400 

illion people; and that, I contend, is a Targe number of people to 

ervice. ‘There are not enough airplanes, there are not enough large 
or small carriers to serve them. They have yet to be developed. 

[ ask further authorization to engage in bona fide charter flights in 
interstate, overseas, and foreign air transportation without limitation 
as to frequency or regular ity, or areas. In other words, although we 
ask certain small rights as to common carriage, we feel that the basic 
place of our industry to a great extent is in charter flights, but we 
cannot in any fashion develop the charter business unless we have some 
basic rights, small as they may be. 

Six flights a month is considered small, yet I say, give us the small 
and we will develop the charter, which is the proper function and 
sphere of the auxiliary carriers. 

The grant of authorization for a 5-year period should be condi- 
tioned upon the establishment by the carrier of its financial respon- 
sibility to conduct the services which it proposes, within the areas 
requested, with the right of the Board to limit the number of areas 
within which a carrier may operate to a lesser number than six, in 
the events its financial condition is inadequate. The minimum require- 
ment by the Civil Aeronautics Board for any operation to be economi- 
cally feasible should be a two-plane operation with minimum capital 
of $250,000. It is not intended by this to eliminate a small 1-plane 
carrier, vut 2 or more small carriers, unable individually to meet such 
requirements, should be given the opportunity to pool their resources 
through merger. 

The designation “irregular” airlines or “nonscheduled” airlines 
should be eliminated, and substituted by the term “independent” or 
“auxiliary” air carriers in order properly to characterize and describe 
the service proposed under our formula, both in a civilian and mili- 
tary sense. 

That completes my measured-formula plan, and the next one is a 
rather important one and certainly is worthy of congressional con- 
sideration. It is what I call the “FHA plan’ tor aircraft equipment 
financing to encourage private investment in the financing and acqui- 
sition of air transport equipment. It is as follows: 

To provide adequately for both military and civilian needs, and 
to encourage an increase in the total aircraft capacity of the three 
segments of the industry, recognition should be given to the success 
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which followed the encouragement of private investment for housing 
construction and development. 

Among several possible practical plans is the issuance of equipment 
trust certificates subscribed to by both the public, and by private fi- 
nancing institutions, with private capital the key factor. Not one 
cent of Government subsidy under my plan. Such private investment 
financing, however, although it requests no money grant from the 
United States, should be supported by controlled governmental guar- 
anties of a percentage of the total cost, related to 20-year financing, 
in the same fashion as was done to encourage the construction of 
housing throughout the United States. 

The exploration and administration of such a program should be 
placed in the hands of an interdepartmental agency, such as the Air 
Coordinating Committee, representing the military establishments 
and civilian agencies dealing with aviation. 

The third phase of my suggestion to this committee concerns a re- 
orientation of Civil Aeronautics Board organization and focus. Real- 
istic recognition should be accorded to the fact that the United States 
air transportation system today consists of three major components: 

The scheduled air carrier system. 
The auxiliary air carrier system. 
The all-cargo carrier system, domestic and international. 

The Civil Aeronautics Act of 1938 8 provides for the fullest develop- 
ment and promotion of all phases of aviation. This includes the 
three segments above described beyond question. 

The present organization of the Civil Aeronautics Board is limited 
in emphasis to the scheduled airlines. There are very few members 
of the Civil Aeronautics Board or any of its organizational divisions 
who have a representative of either the auxiliary air carriers or the 
all-cargo carriers as one of its employees, in order to advise them 
and propose practical suggestions as to the advancement of aviation 
in those two phases. Yet the Board and its organization today are 
replete with employees formerly engaged in the sc cheduled airline busi- 
ness. This emphasis should be taken into consideration under a 
proposed reorganization or reorientation, and I suggest that the Civil 
Aeronautics Board should be reorganized into 3 divisions, each 
one charged with responsibility for foster ing and regulating the fullest 
development of 1 of the above major segments of the industry. 
A-7-man Board is suggested, consisting of a chairman and 2 members 
assigned to each of the 3 divisions, or, in the alternative, the present 
5-man Board should continue as it is now set up, except that 1 member 
of that Board should be assigned to foster the auxiliary air carriers 
and another member should be assigned to foster and develop the 
cargo carriers, and the total 5 should be charged with the duty of 
developing aviation as it should be. 

The CHairman, If you were the major stockholder of a scheduled 
operator that had developed over a period of many years and had 
pioneered its development, would you subscribe to the same formula 
and same proposals which you have set forth in your statement? 

Mr. CrHarx. Well, unfortunately, the attitude of the scheduled 
airlines has been 

The Cuarrman. No. Just answer that. 

Mr. Cwark. Iam going to answer the question. 
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The Carman. If you cannot answer it, say so. We have had a 
quorum call, and I am going to have to bring this hearing to a close. 

Mr. Cua. I would cert: Linly endorse this. 

The Cuamrman. You would? 

Mr. Cuatk. Yes. Ithink it is very fine. 

The Cuatrman. I should think that if you were a major investor 
and you had put all the years in the development of that, you would 

subscribe to nonscheduled flights geographically, northwest, south- 
west, northeast, southeast, and world flights. 

Mr. Cuatk. Not only would I subscribe to it, sir, but I would look 
upon the possibility of contracting with one of the irregulars who are 
doing this as a basis to further pioneer this field of aviation. I think 
some day you will see the large scheduled airlines looking to the 
irregular air carriers as a means to further develop the field of air 
transport, either by merger or joint operation. 

The CHairMAN. Does that complete your statement / 

Mr. Cuauk. Yes, sir. 

The CuatrmMan. Thank you, sir. 

Mr. Cuatk, Thank you. 

The CuatrmMan. The next person to be heard is Mr. Ramsay D. Potts, 
president of the Independent Military Air Transport Association. 

do not know how long we can keep going, because if they do not 
get a quorum they may send for us. 

You may proceed, sir. 


STATEMENT OF RAMSAY D. POTTS, PRESIDENT, INDEPENDENT 
MILITARY AIR TRANSPORT ASSOCIATION, WASHINGTON, D. C. 


Mr. Porrs. Mr. Chairman, I should like to preface my prepared 
statement by giving you a brief history of my own background in 
aviation. 

I have spent a large portion of my adult life in the military phase 
of aviation. I commanded a heavy bomber group in the 8th Air Force 
in World War II and was the director of bombing operations for that 
Air Force during the closing months of the war. 

At the conclusion of the war I was the Chief of the Military 
Analysis Division of the United States Strategic Bombing Survey, 
which interrogated almost all of the surviving leaders of ‘Germany 
and Japan and which then made reports to “the President of the 
United States. 

Since the war I have engaged in the practice of law and have been 
an executive officer and spec ial assistant to Senator Symington during 
the period when he was Secretary of the Air Force, and then later 
Chairman of the National Security Resources Board. During this 
time I had considerable experience dealing with some of the more 
controversial aspects of commercial avis ition in so far as it affected 
our military potential. 

Now I appear before you today as the representative of the Inde- 
pendent Military Air Transport Association, otherwise known as 
IMATA. Our association has at present 13 carrier members. Most 
of these carriers are small business, but not all, if one considers the 
size of an operation as the criterion of small business. Measured, 
however, in terms of ingenuity, enterprise, pioneering spirit, and ag- 
gressive belief in the future expanded role of air transportation, all of 
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the member carriers of IMATA are small business, with the hope and 
expectation of growing larger, and of increasing the scale and sco 
of the already wide range of services they are rendering to the public, 
to the military and the Government, and to the air-transportation 
industry. 

I think it would be well, for the information of the committee 
and for the record, for me to name the present members of IMATA. 
These are: All American Airways, Inc., of Miami, Fla.; American 
Flyers Airline Corp., of Fort Worth, Tex.; Associated Air Transport, 
Inc., San Antonio, Tex.; Aviation Corp. of Seattle, doing business as 
Westair Transport; Capitol Airways, Inc., of Nashville, Tenn.; 
Coastal Cargo Co., Inc., of New Jersey; Continental Charters, Inc., 
of Miami, Fla.; Economy Airways, Inc., headquarters in New York: 
American Air Export & Import Co., of Miami, Fla.; Overseas Na- 
tional Airways; Trans-Caribbean Airways, Inc.; The Flying Tiger 
Line, Inc.; and Transocean Air Lines. 

Each of the first 8 companies listed operates 3 or less large trans- 
port aircraft. The substantial activities of all eight, since the Korean 
war, have been the transport of military personnel to and from mili- 
tary bases and to and from ports of embarkation and debarkation. In 
the last year and a half, more than 25 percent of all the flying done 
by these companies, as well as others of our membership, has been in 
movements of passengers for the military services. They have done 
this job well and efficiently, and, as I shall later detail, have saved 
the country several millions of dollars. 

American Air Export & Import Co. has operated for the last few 
years entirely in moving cargo with a fleet of from 5 to 7 airplanes 
and has been heavily engaged in contract cargo work of high priority 
for the military service. 

Overseas National, whose vice president has already appeared be- 
fore you, has operated since 1951 entirely in the Pacific airlift with 
4 or 5 DC-4 planes and has been for most of this time the lowest-cost 
operator to the Government of any of the airlines, scheduled or 
irregular. 

Trans-Caribbean Airways, whose president has just appeared be- 
fore you, Mr. Chairman, owns or operates numerous twin-engine and 
four-engine equipment and has extensive experience in military and 
commercial operations overseas as well as in domestic operations. I 
use the term “overseas” as meaning both overseas and foreign. 

Like the other member carriers of IMATA, they have been, and 
are now, heavily committed to the defense effort. Since 1951, like 
the first eight named members, Trans-Caribbean’s operations in air 
transportation have been substantially devoted to domestic military 
passenger charter movements. 

The Flying Tiger Line is different from other members in that it 
has from the CAB a certificate of public convenience and necessity to 
fly a scheduled cargo service over certain continental routes. It has 
grown since World War II from a small company into a vast enter- 
prise; and last year operated a fleet of 36 planes. It is a big company 
in size and scale of operation, but its motto proclaims that it is 
“another business built on ‘can do’.” The company retains, to a very 


marked degree, a venturesome and pioneering approach to providing 
air-transportation service. During this emergency period since 
Korea, the Flying Tigers have operated 10 DC—4’s in the Pacific airlift 
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ind carried large numbers of military personnel and supplies in con- 
tract and charter moves both domestically and overseas. 

Transocean Air Lines, the last member listed, has probably the 
greatest and most diversified record of operations of any large irregu- 
lar airearriers. They have operated all over the world and have given 
transportation service to Europe, Africa, the Near East, and the Far 
East. Today, like the other members of IMATA, most of Trans- 
ocean’s aircraft are being operated for the military services and the 
defense effort. They have been operating seven DC—4’s in the Pacific 
airlift, and other planes in the domestic military charter movements. 

Several of the spokesmen for the large schedahsd certificated air- 
lines have implied that this committee 1s the wrong place for a dis- 
cussion of the problems that you have been hearing about for the past 
several days, and these same spokesmen have urged that the Civil 
Aeronautics Act of 1938, which created the Civil Aeronautics Board, 
provides a proper forum to hear and adjudicate these matters. I 
cannot agree that it is improper for your committee to hear and con- 
sider these problems. At the time that the act of 1988 was passed 
the total nonmail revenues of all domestic airlines during that year 
were $27,047,000. The gross revenues of the large irregular carriers 
for the year ended September 20, 1952, were $80,604,000, or approxi- 
mately three times the commercial gross revenues of all domestic air- 
lines in 1938. The act of 1938 could not anticipate the vastly changed 
operating and economic pattern of the airline industry today, and since 
there was no irregular air carrier industry when the act was passed, 
it specifically could not anticipate the problems of that industry or 
of the small operators trying to break into a tightly Government- 
regulated field. It, therefore, seems to me both wise and appropriate 
for the problems of the independent and irregular carriers to be 
publicly discussed before this and other committees of Congress, and 
for the CAB to be given congressional guidance on how they should 
approach and deal with these problems. 

To give you an idea of the size of effort and scale of service per- 
formed in the official domestic military passenger air movements by 
members of IMATA, attached as exhibit I is a table, showing by 
quarters the number of flights, the number of passengers, and the 
gross revenues for the period July 1, 1951, to March 31, 1953. In this 
table I have also included the same information for the Aircoach 
Transport Association in order that you may see how substantial has 
been the contribution made by the independent and irregular carriers 
to this portion of the defense effort. In these domestic official mili- 
tary passenger moves for this period of 134 years, IMATA members 
performed 4,573 separate flights and carried 165,567 military passen- 
gers. Members of the Aircoach Transport Association performed 
substantially the same number of flights and the two associations to- 
gether carried for this period a total of 311,252 official military 
passengers. 

The gross revenues to IMATA and ACTA from these domestic mil- 
itary official movements for the year and three-quarters under discus- 
sion were almost $20 million. We have estimated that if all of these 
military passengers had been given 6 cents a mile for their travel, 
which is the procedure that has been favored by the large scheduled 
certificated passenger airlines, the Government would have had to pay 
approximately $5,900,651.90 more than it did pay for the transporta- 
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tion of these 311,252 military passengers moved by the independent 
and irregular air carriers. 

Equally or even more impressive, is the performance of the inde- 
pendent and irregular air carriers in the Pacific airlift in support 
of the war in Korea. The statistics on the Pacific airlift for 1950 
through 1952 are fully reported on page 72 of the 1953 edition of 
American Aviation’s annual air trans port progress issue. 

The Cuamman. Do you mind an interruption at that point? 

Mr. Porrs. No, sir. 

The Cuarrman. What are your rates as compared with the sched- 
uled operators’ rates? 

Mr. Ports. I believe one of the previous witnesses, Mr. Lear, was 
testifying for Overseas National, who has had 4 or 5 planes in the 
lift, and he gave you the figures. The irregular carriers’ rates have 
been about $1.40 per mile. The rates of the scheduled certificated 
carriers, I think, have averaged about $1.60 a mile. So, in addition 
to the point I make here, which is that there has been this substantial 
contribution of planes, they have also operated at cheaper rates to the 
Government. 

The Cuarrman. You may proceed. 

Mr. Porrs. This issue of American Aviation reports a total of 59 
commercial planes in the Pacific airlift in 1952, broken down as 
follows 


Pan American Airways (including subcontractors) ________-__-___-__-_--._. 14 
pee tee a pee) ees Te. a a ee ee 10 
CRO HRT 8 ili chee ee ee hee beh die AGS bade Roki lei 7 
OAR, SI A a a i aah ssn eg tireies tpis carpe cimcsetan oe he natatigwl 7 
North West (including TWA) _____--~_ Le Ue Eid eas tigt itl tal Be aedcogiabia talons 6 
peaboara mane Weatern........... Saellgaeah neaetecetee Re Bia Santee 6 
Weited aes. ik Ne nada d kn Si cceandh tebe deena haiti 5 
Overseas National Airw: es ik sd ct ti a ea a, + 


From the above it can be seen that the independent and irregular 
carriers (Flying Tigers, Transocean, Seaboard and Western, Cali- 
fornia astern, and Overseas National) are providing more io half 
of the planes in the commercial lift supporting the war in Korea. 

The striking and fundamental fact, however, is that the independent 
and irregular air carriers would not have been around to provide 
these notable services if they had not been able to survive commer- 
cially ; and they will not be able to survive commercially in the future 
unless there is a liberal and enlightened regulatory policy governing 
their activities. 

Much has been said about the so-called cream skimming and diver- 
sion of traffic by the irregular air carriers. Upon examination, such 
assertions turn out, I think, to be misinterpretations of what has 
actually taken place. The passenger traffic carried by the irregular 
carriers is low-fare traffic on high-density-seating coach-type planes. 
This was a new market, made up largely of people who heretofore 
could not afford air transportation, and which had not been tapped 
by the scheduled airlines. Instead of injuring large trunk carr iers, 
it is my firm belief they have been helped rather than hurt by air- 
coach competition from irregular carriers. 

A look at the revenue-passenger traffic carried by the scheduled, 
certificated domestic trunk airlines, tends to confirm this belief. These 
lines carried 6,376,843 revenue passengers in 1945 and collected passen- 
ger revenues of $166,519,922. In 19! 52 they carried almost 23 million 
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revenue passengers on which they collected something more than $669 
million. The business of these companies has more than tripled 
since 1945. 

As I pointed out above, the majority activity of the irregular 
carriers, since the war broke out in Korea, has been in servicing the 

ilitary departments. These flights, when performed domestically, 

ike pare In an irregular pattern to points all over the United States. 

1 nis kind of service is far more difficult to render than the stabilized 

heduled rout service performed by the scheduled-passenger 
riers. 

I might say in all fairness, Mr. Chairman, that the scheduled certifi- 
cated carriers are also doing some of this irregular type operation, 
and they are encountering the same difficulty in making it work effli- 
ciently that we are encountering. Crew-positioning problems, the 
arrangement of equipment maintenance checks, advantageous arrange- 

ents for purchasing fuel and airport services are all more difficult 

the irregular operation. That these difficulties have been largely 
overcome and that the quality of the service to the military has 
steadily improved over the past year and one-half is a tribute to the 
enterprise and zeal of the independent irregular carriers and a direct 
refutation of the often repeated assertion that the irregulars skim 
the cream. 

In looking to the future of the independent and irregular carriers, 
I should like to recommend that they be given an opportunity to 
service and handle, among others, the following types of traffic: 

|. Movements of migratory workers and laborers in both domestic 
and international commerce. 

2. Peak-load-period movements between large metropolitan cen- 
ters within the United States. 

Common-carrier flights with reasonable restrictions as to regu- 
lar rity and frequency. 

The Cuairman. May I interrupt at that point? 

Mr. Ports. Yes, sir. 

The Cuarrman. As to No. 2, peak-load-period movements between 
large metropolitan centers within the United States, who would de- 
termine when there is a peak load ? 

Mr. Porrs. I would think that an analysis of traffic by the Civil 
Aeronautics Board, with the proper direction from the committee, 
from the Congress, could determine what the peak-load-period move- 
ments are, what those periods are. For instance, between Miami and 
New York, or between Pittsburgh or Chicago and Miami there are 
periods of the year when the volume of traflic is much greater than 
it is at other times. The same thing holds true where you have move- 
ments between a metropolitan center and a resort area, and it is during 
those periods when the traveling public has the greatest need for ad- 
ditional transportation facilities. 

The CuatrMan. You may proceed with your statement. 

Mr. Porrs. The fourth type that I have listed is overseas irregular 
flights on an individual-ticket basis for students, tourists, vacationers, 
refugees, pilgrims, and other such groups who cannot afford to pay 
the de luxe or luxury fares. 

Domestic and foreign charters of persons and property on an 
unlimited basis without reference to any question of frequency or 
regularity. 
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The transport of military personnel and cargo under any ar- 
euiaease desired or found necessary by the military services. 

The essential role of the large irregular air carriers in handling 
the above types of traffic has ‘Deen discussed in some detail in an 
article by Dr. Charles Cherington appearing in the autumn 1952 

issue of the Journal of Air Law and Commerce. For your informa- 
tion, Mr. Chairman, I am attaching as exhibit II to my prepared 
statement a copy of this article which, with your permission, [ should 
like also to have printed in the record. 

The CuarmrMan. It will be printed in the record. 

Mr. Porrs. Thank you, sir. 

The field of charter presents tremendous possibilities which have 
not been fully explored or penetrated, and which can possibly con- 
stitute a major area of operation for large irregular air carriers. In 
fitting the operation of the large irregulars to the low cost and de- 
mand market, and in order to enable them to be truly supplementary 
and complementary to the scheduled certificated airlines, new eco- 
nomic arrangements may have to be tried. These airlines, Mr. Chair- 
man, include well entrenched, certificated airlines. 

Our association has filed a request with the Civil Aeronautics Board 
for permission to act as an air clearinghouse or air exchange for 
member carriers in handling all types of charter services. The idea 
is to make available to would-be charterers of aircraft a wide variety 
of types of planes and service, and to enable the carriers to reduce the 
amount of “deadhead” or ferry mileage that they would otherwise 
fly in performing a charter. Our request for this authority is being 
opposed by many of the large, scheduled, certificated airlines. Never- 
theless, despite the opposition of these large influential companies, we 
are hopeful that the CAB will favorably consider our request. We 
are convinced that the operation of this air exchange or air clearing- 
house will perform a valuable economic service in air transportation, 
and would not damage or harm the large certificated carriers in their 
route operations. 

I might say in addition, Mr. Chairman, that if such an exchange 
worked out in practice we would be happy. to have the scheduled cer- 
tificated airlines who are interested in doing charter work make their 
facilities available through this air exchange or air clearinghouse. 

In the main lobby of the Commerce Department Building, which 
houses the Civil Aeronautics Board, there is a display consisting of 
a large map of the United States, various colored lights, bells, and 
above the map on odometer-type device which records the fact that 
there is a net addition of one to the population of the United States 
every 13 seconds. At the rear of the lobby is an auditorium 
where hearings and conferences on aeronautical, air transportation 
and other matters are held. On the wall of the auditorium there is 
a map of the world, and above this map is an inscription which 
reads “On land and sea the lanes of man’s commercial enterprise have 
marked the progress of civilization.” 

It is striking and dramatic that, whereas, on the one hand, new 
markets for air transportation are being c1 reated every day by net 
additions to the population and by new methods of service, on the 


other hand, the inscriptions on the walls of our modern public build- 
ings do not yet reflect the fact that air transportation has come into 
being and is also making its contribution to the progress of civili- 
zation. 
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Che exhibits I and II submitted by Mr. Potts are as follows:) 


UxHisir I 


omestic military charter air movements by members of Independent Military 
‘ir Transport Association, Aircoach Transport Association, July 1, 1951, to 
Mar. 31, 1953 


Gross revenue 
Flights | Passengers |Ferry miles Live miles (live and 













































| | ferry) 
cia $$$! a pitted inisenieor Seen 
hird quarter, 1951: | | | 
IMATA j ‘ fest 311 12, 883 172, 541 387, 705 $589, 653. 47 
ACTA... sce sida fu 40 1, 752 26, 021 50, 990 80, 846. 55 
"Potal aes 351 “14, 635 198, 562 | 438, 695 670, 500. 02 
a nn 
Fourth quarter, 1951; 
(ky eit et eS ea ’ 510 21, 167 370, 036 | 709, 533 | 1, 162, 908. 33 
SPR Son oa cate eake soe Seis 236 9, 423 157, 250 661, 634 715, 698, 23 
Tiitins clisinnsedaees maaan 746 30, 590 | 527,286 | 1,371, 167 | 1, 878, 608. 66 
First quarter, 1952: : 
IMATA.. sibatiea iat 641 23, 984 333, 977 800, 594 | 1, 186, 783. 25 
ACTA.. = a het Gin deal 459 17, 026 206, 763 894,008 | 1, 224, 103. 42 
ei res ot) ey fer yh 100 | 41, 10 540,740 | 1,694,692 | 2, 410, 886. 67 
Second qua rter, 1952: 
IMATA. eal —_ 737 26, 477 27,723 | 1,005,751 | 1, 561, 820. 61 
BOP Ben cesne oan elas 626 | 22, 472 355, 038 | 963, 366 | 1, 401, 366. 28 
| hited i i. sintnieenteeeil Laeutaiatas .. = til aaah a 
Total. pichinld $b dh bes 1, 363 | 48, 949 782, 761 1,969,117 | 2,963, 186 89 
— = = | —— | —_—_——_—— —> | —————— —>}' | ——————— = = 
Third quarter, 1952 | | 
IMATA_.. : : | g45 | 29,207 | 649,975 | 1,299,217 | 2,034, 377.01 
CTA.. ; ‘ F 741 | 24, 195 | 542, 406 1, 153,479 | 1, 707, 990. 16 
Total_._. ume atieananedies , 586 | _53, 402 | 1, 192,381 | 2, 453 2, 696 3, 742, 367.17 
— ae = = = 
Fourth quarter, 1952: | | 
IMATA ‘. cliialecan | 728 24, 782 500, 337 | 1, 137,984 | 1,770, 078.90 
ACTA.. | 780 | 27, 450 514,981 | 1,282,462 | 1, 990, 134. 29 
Total_... padaa 3 andntiede 1,508 | 52, 232 | 1,015,318 | 2, 420, 446 | 3,760, 213.19 
First quarter, 1953 PulGe NS | 
IMATA fede Bi AS aes 801 | 27, 067 469,895 | 1,143,035 | 1, 724, 038. 20 
PITT Rertnsein ata ntti ~ 2s bink se 1, 138 | 43, 367 755,195 | 1,700,103 | 2, 814, 590. 60 
Web ee id eet 1, 939 | 70,434 | 1,225,090 | 2, 843, 138 | 4, 588, 628. 80 
Total, 7 quarters: ; fb, | | 
Ne; ATA oe es See .-| 4,57 165, 567 2, 924, 484 | 6,483,819 | 10, 029, 659. 77 
ITA.. st. dgcleaacone 4, 020 | 145,685 | 2,557,654 | 6,706,132 | 9, 934,729. 53 
Total naa ee | 311, 252 | 5, 482, 138 13,1 189,951 | 19, 964, 389. 30 
Less scheduled freight carriers: z | 
Flying Tiger Line. ............ Sore 683 | 28, 434 | 438, 973 1, 024, 498 1, 747, 620. 21 
U.S. Airlines........ elineneeciosanded 149 | 5, 443 | 110, 084 | 216, 957 357, 222. 95 
Pelee I ea ea sil 6 33, 877 549,057 | 1, 241, 455 | 2, 104, 843. 16 
i dg | a a > a L | "977, 375 4, 933, 081 11, 948, 496 | 17,859, 546.14 
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Exursit II 
Tue Essentiar Rote or LARGE IRREGULAR AIR CARRIERS 


By Dr. Charles R. Cherington, Acting Dean, Graduate School of Public 
Administration, Harvard University 


The large irregular air carriers perform a number of essential functions in the 
present pattern of air transportation. Their significance is likely to increase with 
the continuing expansion of commercial aviation in the years tocome. Although 
their operations are sometimes treated as competing with those offered by sched- 
uled certificated airlines, careful analysis of their present traffic and probable 
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future role demonstrates beyond a reasonable doubt that they are in fact either 
supplementary to or complementary to regular scheduled operations. The eco- 
nomic case for the continuance of the large irregulars, under appropriate regu 
lation and control, is an overwhelming one. 

The economic case for the large irregulars may be conveniently divided into the 
following principal categories of analysis: (1) The growth of American commer- 
cial, both domestic and international, aviation since 1938 to the present and its 
probable further expansion in the course of the next decade. 2) The increasing 
variety in the type of traffic and service, and the relative adaptability of the 
scheduled certificated carriers and the large irregulars to meet the various and 
fluctuating needs for commercial airlift as it arises. (3) The significance of 
commercial aviation to present and potential military requirements and_the 
role of the large irregulars in assuring that these military requirements will be 
met. (4) The extent to which the continued existence of the large irregulars, 
far from endangering the financial stability of the subsidized certificated carriers, 
permits such certificated carriers to conduct their operations at lower cost to the 
government and at greater profit to themselves. (5) Lastly, some consideration 
should be devoted to the economic principles which should be governing in admin 
istering regulatory power over freedom of entry into a relatively new and rapidly 
growing branch of public transportation. In this connection it is important to 
draw appropriate distinctions from, as well as necessary parallels with other 
forms of transportation covered by public regulation. 


I, SPECTACULAR GROWTH IN AIR TRAFFIC 


The growth of American commercial aviation since the passage of the Civil 
Areonautics Act of 1988 has been spectacular. It is difficult to say, given the 
circumstances of the case, which has been the more striking; the expansion of 
domestic traffic or the establishment of the international airline network served 
by American flag carriers. We have never seen anything quite like it, both as 
to the rapidity of the growth and as to the formidable character of the obstacles 
which have been overcome. 

This period of growth may be divided into a number of phases. The first 
extended from the passage of the act down to the time shortly after Pear! 
Harbor and was marked by a mounting demand for first-class passenger move- 
ment by air. The full extent of this demand could hardly be accommodated by 
the existing equipment. But the rising curve of passenger-seat miles gave at 
least some indication of what was ahead. 

The second phase came with the transfer to the government of many of the 
commercial transport planes and the virtual cessation in the delivery of new 
transport equipment to the certificated carriers. During most of the war, air 
transportation of persons was limited by the available equipment, load factors 
were abnormally high and it was necessary to control traffic movement by an 
elaborate priorities system. Without such limitations no one knows to what 
heights traffic would have increased during this period. But the airlines were 
sufficiently confident of the future to order large quantities of new equipment 
for post-war delivery and the flood of new applications for certificated routes 
swamped the administrative machinery of the CAB. 

The third phase came with the beginning of the release by the military of con 
siderable numbers of transport aircraft for adaptation to and use in commercial 
operations. This phase continued into 1946 and was marked by the rapid growth 
in the traffic of the scheduled carriers and by the beginnings of important opera- 
tions by the large irregulars. With aircraft available, it was possible to meet 
at least a part of the swollen demand for commercial transport. This phase was 
characterized not only by tremendous growth of revenue passenger miles but 
also by the rapid rise of air freight and the development of new markets for com- 
mercial air transport beyond anything undertaken or even conceived of in the 
period before the war. The hopes of the carriers for tremendous expansion 
seemed to have no limits. Not only were large numbers of transport aircraft 
taken over from the military absorbed into scheduled services and put into use 
by large irregulars, but important orders were placed for new types of aircraft. 

This phase of unbounded confidence and rapid expansion was followed by a 
relatively short but quite sharp recession in the growth curve. This fourth 
recession phase was marked by slackening of the growth curve, cancellation of 
some orders for new aircraft, growing concern by both the CAM and the 
regular scheduled carriers for the stability of the industry. It was also marked 
by considerable distress among the large irregular carriers which were handi 
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apped by dealing largely with new experimental types of traffic, and were further 

ndered by conducting operations under restricted authorizations from the 

CAB which failed to take into account the potential utility of large irregculars 

to supplement scheduled carriers and to pioneer new types of traffic and service. 

The fifth and final phase of growth had already set in before the outbreak 
f the Korean war and has continued substantially until the present time. The 
var and the related armament programs and the rise in the flow of income pay- 
nents has undoubtedly strengthened this last phase of expansion. Yet even 
without war there is every reason to believe that growth would have continued 
uring this period. 

In reviewing the long-term record of growth it is possible to draw certain 
lefinite conclusions and to suggest certain other deductions for tentative consid- 

ration. First, the growth curve is spectacular in its rise since 1938 and there 
s every reason to suppose that it will continue for years to come. While related 
to growth in national income, it is in part independent from it. This means 
hat regardless of war and economic recession there will be a growing volume 
f air traffic to be divided between the scheduled carriers and the large irregular 
carriers. 

Secondly, despite this long-term growth there have been, and doubtless will 
ontinue to be, temporary slackenings in the growth curve, and even actual 

declines. Sometimes these will be related to nationwide or even worldwide eco- 
omic phenomenon. At other times they may be caused by a closely spaced 
eries of spectacular accidents (e. g., the unfortunate events at Newark Airport 
n the winter of 1952). It is possible to identify past events which have had 

n impact on traffic with some definiteness and to predict that these or com- 
parable influences will unquestionably recur. But such recurrences, regardless 

f what may happen in the short run, will not arrest the long-term growth curve 
for the calculable future. 

Thirdly, while carrier prosperity is in the long run dependent on high-load 
factors and the fullest possible utilization of available aircraft, there has not 
heen, nor is there likely to be, in the future a continuous direct correlation be- 
tween the growth curve and carrier prosperity. A situation of this sort arose 
in the spring of 1952. Apparently the costs of the regular scheduled carriers 
nounted more rapidly than could be compensated for by traffic increases. But 
he answer, from the point of view of the authority, would seem to be a read- 
justment in rates and charges along the lines of recent CAB action. It is wrong 
» conclude that a temporary decline in scheduled carrier earnings warrants a 

more restrictive policy with regard to the operating rights of large irregular 
arriers. In point of fact, as we shall see in section IV, exactly the opposite 
policy may be more helpful to the long-run stability of the industry. 

In summary, the growth of air traffic, both domestic and international, has 
been great, and gives promise of continuing. While there will be setbacks as 
there has been in the past, and while we must face ups and down in carrier earn- 
ings, the prospective volume of traffic gives sufficient ground for the CAB to so 
idminister its control over operating authority as to permit the balanced devel- 
opment of regular scheduled carriers and large irregular carriers both within 
the United States and on overseas international routes throughout the world. 


II INCREASING VARIETY IN TYPES OF TRAFFIC AND SERVICE 


Even more striking than the growth in air traffic since 1938 has been the in- 
creasing variety in the types of traffic and service. Recent growth and probable 
future expansion can only be understood in terms of the fact that air carriers 
have found and begun the development of new markets, and this trend is con- 
tinuing. In the process the large irreguilars have played a decisive role. Be- 
cause of their inherent economic and organizational nature they are superbly 
adapted to this type of developmental and pioneering work, 

Prior to the war the main business of commercial carriers was limited to the 
carriage of the mails, and the transportation of first-class passengers at rates 
per mile as high or higher than comparable rail movements in pullman accom- 
modations. The war experience provided startling lessons in the physical possi- 
bilities of air freight and in the mass movement of persons, in to put it mildly, 
less than luxury accommodations. The military air services not only lifted a 
volume and variety of traffic therefore unheard of, but also showed the way, in 
part at least, to lowering costs for such new types of airlift. In the years 
since the war these lessons have been used as the foundation upon which com- 
mercial carriers have opened new markets. The regular scheduled carriers have 
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shared with the large irregulars this continuing process of development, but 
much of the actual pioneering has been initiated by the large irregulars. For 
example, although the bulk of the so-called coach-type air service is now earried 
by regular scheduled lines, the existence of the coach-type traffic potential and 
the ways in which it could be accommodated profitably were early demonstrated 
by the large irregulars. Comparable pioneering was done in the charter mar- 
ket for special parties and seasonable movements of workers, students and 
pilgrims. Such movements on a small scale were not unknown in earlier periods, 
but the enterprise of the large irregulars has demonstrated that these markets 
are larger, potentially far larger, than anything previously demonstrated by the 
regular scheduled carriers. The growth of certain types of airfreight has simi- 
larly been stimulated. That this growth is economically sound is evidenced by 
the steady rise in the volume of airfreight carried by the regular certificated 
carriers, by the expansion of newly certificated carriers which handle airfreight 
exclusively and by the general downward trend in the cost per ton-mile in the 
earriage of air freight. 

In the period since the war the large irregulars have done much of the pioneer- 
ing and development work in discovering these new markets for air transport. 
Their contributions might have been even greater under different conditions of 
government regulation. Apparently the CAB’s original theory was to treat the 
large irregulars as if they were essentially fixed base operators, and accordingly, 
to limit the regularity of their flights between any two points. While this may 
have prevented undesirable competition with regular scheduled lines in a few 
instances, it has seriously curtailed pioneering and development work in many 
other instances. This is a matter which the CAB should face up to in deter- 
mining the future relations between the regular scheduled carriers and the large 
irreculars. 

With low overhead costs and without a fixed obligation to maintain service 
regardless of economic results the large irregulars can test new markets for 
transportation by air. They have a far wider range of entrepreneurial freedom 
than the scheduled carriers. If the particular operation pays out it may be 
further developed and, in some cases, may eventually be turned over to the sched- 
uled carriers for permanent operation. On the other hand if it proves unprofit- 
able, it is relatively easier for a large irregular to drop the service with the least 
amount of economic waste. The fact that the large irregulars do not receive 
subsidy in the form of graduated mail pay makes it more likely that they will 
leave uneconomic types of carriage promptly. In as rapidly growing a field as 
air transportation, it is essential to preserve for pioneering and developmental 
purposes that sector of the industry which today possesses a degree of entre- 
preneurial flexibility and under modified regulatory policies could further maxi- 
mize its potential capacity to develop new markets. 

Looking ahead it is hard to predict exactly what new markets the large 
irregulars might be called upon to develop during the course of the next decade. 
Discussion of the great possibilities of traffic movements in connection with the 
direct needs of the Armed Forces will be reserved for the next section. With 
regard to essentially civilian movements, the following categories of traffic may be 
listed as having already shown promise and/or as having great possibilities for 
the future. 


(1) Domestic charters for a specific flight or flights involving a specialized 
irregular movement of either persons or property. The ability of the regular 
scheduled carriers to lift this type of traffic on a growing scale is limited by 
price and the availability of idle aircraft. Ordinarily it will take low rates 
to encourage this type of movement. And since the demand for airlift is 
irregular, the scheduled carriers must either shorten maintenance layups or 
draw on their limited supply of reserve planes used to protect regular sched- 
ules. In point of fact, examination of the earnings statements of regular 
scheduled carriers shows that they do relatively little of this business, for 
which they are indeed not as well adapted economically as are the large 
irregular carriers. 

(2) Overseas irregular flights on a charter basis: Here again the limiting 
factors are price and aircraft availability. This is particularly true in the 
case of tourism on the North Atlantic run. Taking just one segment of the 
potential market, there are over 1 million teachers in the schools and colleges 
of the United States and something over 2 million students at the collegiate 
level. There was a substantial trend for people in both categories to spend 
long summer vacations in Europe before the war and this trend has recently 
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reappeared, limited, however, by the soaring costs of ocean surface travel. 
Transoceanie air fares are even higher and most of the fare concessions of- 
fered by regular scheduled lines seem to be limited to off-peak seasons. To 
develop this teacher-student summer traffic we will need to experiment with 
substantially lower rates, and the pioneering must be conducted by operators 
such as the large irregulars who have aircraft available at the appropriate 
time. International carriers, whether American or foreign flag, cannot be 
expected to have suflicient aircraft available to meet peak loads of such new 
types of traflic as may be developed. Even if aircraft could be obtained 
through charter, they are less likely to experiment with developmental rates 
necessary to encourage such traffic. Not only teachers and students, but 
large groups of religious Pilgrims to Rome and the Holy Land, people with- 
out the means to travel on regular first-class or coach-type flights constitute 
a potential undeveloped market for which the entrepreneurial flexibility of 
the large irregulars is best adapied. 

(3) Movements of large numbers of migratory workers, both in domestic 
and international traflic, has already been undertaken and gives promise of 
substantial increase in the future. The volume and character of such move- 
ments will vary from season to season, depending on the state of domestic 
employment, the nature of economic activity in given areas, crop conditions, 
and a variety of other factors. Given the continuance of reasonably full 
employment in the American economy, there will be a growing need for con- 
serving our native labor force by increasing its mobility and for having 
periodic access to supplies of foreign labor to meet critical situations, under 
appropriate regulation in the public interest. At present migratory workers 
constitute a substantial element in the airlift performed by the large irreg- 
ulars. The possibilities for further development appear to be substantial. 

(4) Peak-load period movements between large metropolitan centers 
within the United States is still another area where the large irregulars are 
performing valuable transportation services supplementary to that offered 
by the regular scheduled carriers. On such runs as New York-Miami or 
New York-Los Angeles, there occur periods, usually of relatively short dura- 
tion, when the regular scheduled carriers cannot lift the traffic offered even 
at standard rates. Such traffic peaks cannot be met adequately by reassign- 
ing aircraft since the supply of surplus ships in the hands of the regulars is 
too limited. Some traffic eventually moves on regular carriers at great 
inconvenience as standbys while the remainder moves by other forms of 
transport or on the relatively restricted operations of the large irregulars. 
At a subsequent point in this general discussion we will make concrete sug- 
gestions as to how, through changes in CAB regulations the large irregulars 
can be substantially more helpful, both to the regular scheduled carriers and 
to the public as a whole in protecting this type of traffic. 


In summary, there is a growing variety in the type of traffic and service in both 
domestic and international air transportation. In this expanding industry both 
the regular scheduled carriers and the large irregulars have their roles to play. 
But in pioneering and developing new types of service the potential contributions 
of the large irregulars are particularly important. Contributions in the recent 
past are clear for all tosee. The future possibilities for pioneering, while difficult 
to predict with exactness, are patently sufficient to permit the large irregulars as 
much freedom of action as is compatible with the overall financial needs of 
the industry. 


III. ROLE OF LARGE IRREGULAR CARRIERS IN MEETING MILITAKY NEEDS 


The role which the large irregulars play in meeting present and potential mili- 
tary needs is of the greatest importance. The aircraft owned and operated by 
them constitute a substantial portion of the total national pool of airlift. These 
aircraft and the organizations which manage them are maintained at no expense 
to the taxpayer and are available on a standby basis for recurrent periods of 
national emergency. 

During the recent past we have had two outstanding examples of how there 
may arise suddenly and unexpectedly a real demand for such reserve aircraft to 
be used in military airlift. The first example was the Berlin airlift, the record of 
which is, of course, well known. The second example is found in the combination 
of circumstances in and around the Korean incident. In both cases it is clear 
that the availability of transport aircraft, both in the hands of the regular 
scheduled airlines, and also in the hands of large irregulars, was a factor of 
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very considerable importance in lifting military traffic, both persons and freight, 
and in providing a backlog of security in addition to and supplementary to, 
facilities maintained by the Armed Forces themselves. It goes without saying 
that the availability of a substantial airlift is essential in almost any conceivable 
type of military situation, and that this is true only to a degree of lesser intensity, 
n the case of continuing international pressure and the future possibilities of 
incidents of the Korean or Berlin lift sort. 

One possible alternative of public policy would be, of course, for the Armed 
Forces themselves to maintain a reserve supply of transport aircraft, and to 








rely upon this reserve in the event of recurring emergencies. However, even if 
the aircraft themselves were available, it would also be necessary to provide 
trained flight crews and ground personnel, and the financial burden of such 
eserve facilities would unquestionably be more than the Armed Forces, ur the 
Congress would be willing to sustain. A second alternative would be for the 


Armed Forces to withdraw from regular scheduled commercial service a sufficient 
number of transport-type aircraft to meet their needs in the event of limited 
emergencies in the future. To some extent, with both the Berlin lift and the 
Korean lift, this has been an expedient which has been resorted to. The difficulty 
is, however, that if the emergency is sufficiently acute, or if it is of sufficiently 
long duration, a policy of this sort inevitably will disrupt regular scheduled 
service, both domestic and international and will run counter to the established 
policies of the Congress as enunciated in the Civil Aeronautics Act of 1988 and 
i 








in subsequent administrative decisions by the CAR. The existence of the 


transport fleets of the large irregulars, plus the availability of trained flight crews 
and ground personnel is in consequence, a resource of incalculable importance 
in the total pattern of our airpower from the point of view of a military 
organization which must face the uncertainties of the next decade in the inter 
national scene. 

But the economic case for the large irregulars in connection with military 
traffic for the next decade does not depend upon a recurrence of a Berlin or 
Korean type emergency. The total volume of military traffic, both domestic 
and international, has become enormous. There is every reason to believe that 
the total volume of this traffic will continue to expand in the future. Under 
established policies of the Armed Forces, a very considerable amount of this 
traffic, a growing amount in the years to come, will move by air. Unquestionably 
some of this movement will be carried by the transport services of the military, 
while other portions of the traffic may, of course, be lifted by regular scheduled 
airlines. There will continue to be, however, a growing volume of traffie avail- 
able for the types of operation for which the large irregulars are particularly 
adapted. This will include irregular lifts of considerable volume over routes 
which are at present difficult, if not impossible, to predict. But the total yohume 
of these movements in any one year will unquestionably provide a new, and as 
yet unprovided for, market for air transportation connected with regular routine 
military operations, 

The importance of the large irregulars in the present and prospective needs of 
the military constitute sufficient grounds for the continuance of this sector of the 
air-transport industry in reasonable economic health for a considerable time 
to come. However, it should be noted that there is a relationship of a comple- 
mentary sort between recurrent periods in which the military will absorb a large 
proportion of the large irregular capacity, and other periods in which the large 
irregulars will be able to serve the expanding types of new traffic and service 
ontlined in the preceding section. In other words, under proper management and 
wise regulation there is every reason to believe that the large irregulars can 
play an essential role in national transport. In some instances they will be 
devoting most of their energies to the pioneering type of operation previously 
described in civil aviation proper. On other occasions, however, they will be 
available as part of the great reserve pool of national air transport to meet the 
needs of the Armed Forces, and to provide an additional element of national 
security which again we can have without extra expense or obligation on the 
part of the taxpayer. 


IV. LARGE TRRFGULARS MAY ATID FINANCIAL STABILITY OF CERTIFICATED CARRIERS 


The continued existence of the large irregulars, far from endangering the 
financial stability of the subsidized, certificated carriers, will on the contrary 
permit such certificated carriers to conduct their operations at lower cost to the 
Government, and at greater profit to themselves. In fact it can be demonstrated 
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that this is already the case. It is necessary at this point to revert to certain 
economic characteristics of the regular scheduled carriers. One authority has 
emphasized that the basic economics of a regular scheduled airline is for the 
rier to keep its planes in the aid and to keep them full of paying traffic. In 
nt of fact, of course, this ideal is not always realizable in practice. Much of 
time and on many flight, particularily on many necessary routes, an in 
ificient volume of traffic offers itself for a scheduled flight. This inevitable 
fact explains, in part at least, why continued subsidy in the form of airmail pay 
regarded as essential for the continued operation of many of the regular 
scheduled carriers. At the same time, the regular scheduled lines with an eye 
to economic and efficient operation, tend to hold back from providing any more 
reraft than can reasonably be utilized with profit. For many types of opera- 
tion, both of the pioneering sort and for the peak-load type lift, there are in the 
| ds of the regular scheduled carriers insuflicient aircraft and flight crews 
available. To force the regular scheduled carriers to make them available would 
ead to a hopelessly uneconomic situation, the costs of which would inevitably 
have to be borne under the policies of the act of 1938 by the public treasury. 
We can already see in the case of many of the so-called feeder scheduled 
regulars how an over provision of aircraft or flights in regular service can 
enormously increase the cost to the public treasury. 

The point is that while the regular scheduled carriers cannot and should not 
provide sufficient planes or flight crews to meet peak loads or to engage in 
certain types of marginal pioneering traffic, the large irregulars are, on the 
other hand, in a position to meet the peak loads and to do the pioneering. 
In addition to this, they are in a position to provide a considerable part of the 
reserve airlift for use in cases of national emergency. Thus, from the economic 
point of view, the large irregulars are supplementary to and also complementary 
to the regular scheduled airline operations. As to the pioneering and develop- 
mental type of traffic, it is doubtful to what extent the regular scheduled lines 
receiving airmail pay subsidy should be encouraged to engage in this type of 
work. After all, if operations turn out to be unprofitable the burden is borne 
by the Government. If, on the other hand, they prove in the end to be profitable 
the rewards are reaped entirely by the carrier. In the case of the peak-load 
periods and types of movement, it is inevitable that in the absence of the 
large irregulars continuing pressure will be brought on the regular scheduled 
lines to provide more planes than can be obsorbed economically in scheduled 
operation. The alternative, after all, is to leave the traffic on the ground and, 
in an industry which is inevitably affected by political pressures, the consequences 
can clearly be foreseen by anyone acquainted with the American political system. 
If the large irregulars may be permitted to work in harmony with the regular 
scheduled carriers, it will be possible to keep the aircraft (the numbers of 
aircraft) in the hands of the latter at adequate levels commensurate with the 
economic capacity of the industry to sustain them. The entrepreneurial risk, 
in fact, the full cost of providing the standby facilities will be borne by the 
large irregulars. This is satisfactory to them provided that current regulations 
can be so modified as to permit them to fulfill their true economic role as supple- 
mentary to and complementary to the regular lines. 

One possibility in terms of changing existing regulations which the large 
irregulars have brought to the attention of the Civil Aeronautics Board is this: 
While the large irregulars accept the idea of a limited number of flights per 
year between any two points, they believe that the economic interests of the 
industry would be better served by permitting these flights to take place at 
any time within a given annual period. Thus for example, on New York to 
Miami the large irregulars would be permitted to concentrate their flights 
between these two points at seasons when peak-load traffic is available and 
could hardly be lifted satisfactorily or economically by the regular scheduled 
carriers. At another season the same planes which had successfully assisted in 
lifting this traffic peak might be deployed in an entirely different type of move- 
ment, such as for example, carrying migrant workers from the Caribbean or 
offshore islands into the United States, or carrying on a charter basis students 
and teachers to Europe for summer yacations. At still another time, under 
unexpected circumstances, the bulk of the large irregulars might be engaged 
in a military type operation in supplement to the planes of the military and at 
no detriment to the operations or the availability of the regular scheduled 
carriers’ flights in domestic or international service. 

In the past it has been popular to regard the large irregulars as essentially 
competitive in their operations with the regular scheduled lines. This argument 
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has usually carried as a corollary the fact that the regular scheduled lines are 
supported at public expense and that to permit competition by nonscheduled 
carriers is, in effect, to permit unconscionable competition with a publicly sup- 
ported transport medium. The fallaciousness of this line of argument can be 
seen when the total picture of commercial aviation and the interlocking relation- 
ship between the various different sectors of the industry is examined. While 
it is theoretically possible in many cases, and has practically occurred in some 
cases, that large irregulars have directly competed and are even uneconomically 
competing with regular scheduled operations, there is nothing inherent in the 
situation to make this a necessary condition for the future. What is needed 
is a line of publie policy which will avoid deciding either entirely for the regular 
scheduled lines or, on the other hand, permitting unbridled operations on the 
part of the large irregulars. In economic terms what is necessary here in the 
public interest is to so shape public policy that the large irregulars, in their 
operations, will support and complement regular scheduled carriers and will 
have a sufficient scope within regulatory policy to fulfill to the greatest possible 
extent their true role of economic usefulness in an expanding industry. 


V. ECONOMIC PRINCIPLES WHICH SHOULD GOVEKN ENTRY INTO COMMERCIAL AVIATION 


Lastly, some consideration should be devoted to those economic principles 
which should govern the administration of regulatory power over entry into a 
relatively new and rapidly growing branch of public transportation. It may 
be suggested as a general principle that, while some limitation on freedom of 
entry is probably inevitable in most forms of public transportation, the degree 
of control over entry should be relatively less stringent in the earlier phases 
of the development of any particular form. In the long run it may be that civil 
aviation will mature to the point where we will require the kinds of rigid 
controls which have been in effect in the field of railroad transportation since 
the amendments to the Interstate Commerce Act in 1920. It should be noted, 
however, as a matter of historical interest, that during the growth period in 
railroading, while there were certain technical limitations in the form of the 
necessities for getting railroad charters and obtaining powers of eminent domain, 
the major emphasis of public policy was on more railroads rather than fewer. 
While some competitive wastes may have resulted from these policies there is 
no question but what the industry in this country grew to maturity with 
tremendous rapidity and played a tremendous role in the economic and industrial 
growth of the United States. A more recent, and perhaps a more illuminating 
historical analogy may be drawn from the field of motor transportation, particu- 
larly in the field of motortrucks. Here in an industry which, in some respects 
is hardly much older than civil aviation, has passed through a period of rapid 
growth followed by the imposition of control over entry, first by the States 
and later by the Federal Government in 1935 in the Motor Carriers Act of that 
yesr. The Motor Carriers Act was enacted in the midst of a great national 
depression and seems to have been propelled through the Congress by a com- 
bination of forces not all of them distintrested. While many established 
trucking lines were anxious to freeze the route pattern as of that time, and 
succeeded in doing so under the so-called grandfather-rights provision of the 
1935 act, there was additional pressure from the railroads who were, in the 
last analysis, interested insofar as possible in limiting the further growth of 
motor carrier operations. In the light of subsequent developments it is not 
entirely clear that from the point of view of the national interest the imposition 
of control of the rigid sort encountered in the subsequent decisions of the 
Interstate Commerce Commission was entirely in the public interest. But be 
that as it may, it by no means follows that because we have established fairly 
rigid control in the case of railroads, now relatively speaking a declining branch 
of civil transportation, that we should necessarily do the same in connection 
with civil aviation. Civil aviation presents a number of differences from other 
forms of transportation. It may be argued, and perhaps argued correctly, that 
the number of airlines which are guaranteed a living, the number of air common 
carriers who are given full public support under the terms of the act of 1938, 
must necessarily be restricted. This, however, has nothing to do with the case 
of the large irregulars. The real analogy here would seem to come in the field 
of surface transportation by water beyond the confines of the United States. 
Here we have a limited number of lines of American-flag carriers in international 
service which are, in fact, subsidized by the Federal Government. But we also 
have virtually complete freedom of entry for other lines, both American flag 
and foreign flag, in international commerce. This is all the more remarkable 











FUTURE OF IRREGULAR AIRLINES 407 


cause in general the American merchant marine in international service has 
ong been one of the weaker branches of the American economy. Yet still it 
should be noted we permit a degree of freedom of entry here which may, in 
part at least, be based upon the inherent economics and the economic principles 
which should control a regulatory body in deciding for or against a given amount 
f freedom of entry. 

Even if in the long run it will be necessary in the publie interest to impose a 
iirly strict type of control over freedom of entry into commercial aviation, it 
s suggested that this is not the time, at the present stage of aviation develop- 
nent, to impose rigid limitations. This does not mean that the large irregulars 
vish to have no control exercised over freedom of entry. On the contrary, we 
suggest that what is called for is a degree of control and an administration of 
mtrol which will recognize the inherently essential and complementary role 
which the large irregulars are prepared to perform, which they have been 
erforming, and which they give promise of continuing to perform in the future 
n the development of both domestic and international air service under the 
American flag. 

The CHarrMan. Does that complete your statement ? 

Mr. Ports. Yes, sir. 

The Caarrman. Thank you, sir. 

The next witness will be Mr. Heacock, of Seattle, Wash. Mr. 

Heacock. 


STATEMENT OF AMOS E. HEACOCK, SEATTLE, WASH. 


Mr. Heacock. Senator Thye, in view of the fact that the hour is 
late, I am asking permission to put into the record here answers to 
some statements made earlier, if I may, with regard to the statements 
made by Mr. Woodley for Pacific Northern Airlines, concerning my- 
self and my former company, Air Transport Associates, 

The Carman. You may read it if you wish, because we will sit 
here until they call us. You may do whatever you wish. 

Mr. Heacock. I would rather take just a few moments. 

The Cuarman. All right. Then your statement will be incor- 
porated in the record and you may proceed. 

Mr. Heacock. I would like to show you here what is one of the 
most significant developments in air transportation since World War 
Il. This is a type among 2 or 3—and probably there will be several 
as time goes on—of air transportation that is going to be vitally 
necessary to the Air Force and supplying the Army with the neces- 
sary logistics in time of war. 

Now, in this type of aircraft, as you will notice, the primary fea- 
tures are that it has a truck bed loading. You can drive tanks, guns, 
heavy equipment aboard that aircraft from the rear. It has a high 
tail. It has a high wing so as to bring the floor down to where it can 
be loaded and unloaded very rapidly in combat areas. It is also 
built with a low center of gravity and wheels, landing gear, that re- 
tracts into the fuselage so that it can stand very hard landings in 
open, unprepared fields, 

Now, the United States Air Force has started on a production pro- 
cram. Some 600 of a twin-engine type of airplane of that nature 
ire in production now, and I would the to say that if there is any 
function that the large irregular carriers can perform for their coun- 
try which will transcend all of the lesser reasons for preserving the 
large irregular air carriers, it is to get out and develop a market for 
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the use of these airplanes so that when the bell rings suddenly, as 
it did in Korea a while back—we, at that time, were ‘not able to = 
a division of men and materiel into Korea, and as a result a few 
heroic soldiers had to fight a delaying action until we could get rein- 
forcements there by surface means. 

All of the top people in our army—General Ridgway, General 
Taylor, Major General Gavin, who advises Eisenhower on the defense 
of Europe, McAuliffe, who said, “Nuts to you” in Bastogne—all of 
these top leaders in the Army are airborne people. They are planning 
for the defense using airborne armies 

Now, if we can provide the development of a traffic in the lower 
cost fiel 1 which will utilize this type of airplane, make it profitable 
for day-to-day utilization, then we have an immediate reserve that 
can be used for national defense, a type of airplane that in this atomic 
age will not be dependent upon prepared airfields but can be dispersed 
almost anywhere. 

The Cuatrman. You are of the opinion that the regular, scheduled 
air carriers would never develop into such a thing ? 

Mr. Heacock. That is correct. At the present time the Civil Air 
Reserve fleet plan provides for some 300 scheduled-type transports. 
The Military Air Transport Service has found in a survey that 90 
percent of the airplanes that were in use by the scheduled airlines were 
unfit for military service, and for that reason a program 

The Cuamman. What leads you to believe that the scheduled 
operator will not display any more interest in this development than 
the nonscheduled operators ? 

Mr. Heacock. I believe that the reason the scheduled airlines will 
not go into this field is that this My a type of airplane particularly 
adopted to cargo. It is not designed particularly for the comfort of 
passengers. 

The Caarrman. Well, be that as it may, why would they not de- 
velop that type of air service just as well as the nonscheduled oper- 
ator will develop it? 

Mr. Heacock. Well, the nonscheduled operator—— 

The CHarrman. I am just seeking enlightenment. I cannot get 
your reasoning that a scheduled operator in the field would not de- 
velop that. Once this plane is made available, it is a completed type 
of plane. I mean when I say “completed,” it would have its trial 
period and all of the other problems involving its design and engi- 
neering, and so forth, and would be completed. I am just wondering 
what leads you to believe that a scheduled operator who is in the busi- 
ness of developing aviation in a commercial manner would not intro- 
duce the use of this plane, whereas the nonscheduled operator would 
be more apt to do it. Now, I am just trying to get that question 
cleared up in my mind. 

Mr. Heacock. I think I can answer that, Senator Thye. The 
scheduled operator would use this aircraft, I am sure, once the method 
of developing traffic for it had been demonstrated. 

The CHarrMan. Do you contend that you have a greater ability 
to develop the desire on the part of the shipper or on the part of the 
purchaser? Do you have a greater ability to develop that than the 
sales organization of a regular carrier? What is the trouble with the 
regular carriers? Are they narrow-minded; are they self-satisfied 
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h what they are doing? Now, just how do you get into the picture 
such a way that you can make the man want this type of service 

id the other fellow will not want it, or will not deve lop it ? We are 

ying to get a record here, and we want to have the arguments and 

ie answers to the arguments. That is what leads me to usk the 
uestion. 

Mr. Heacock. That is right. I believe I can answer that very well. 
You see, if 1 were running a scheduled airline and I had plenty of 
if passenger trafliic—— 

The Cuatrman. But they do not always have that. They have 
empty seats. I was ona plane 2 weeks ago tonight out of Detroit, 
ind half of the seats a empty, so they do not have full flights 

| the time. 

Mr. Heacocx. Well, you see, a scheduled airline has naturally got 
the primary right to the traffic on a certain route. As a result, the 
pioneering that has been done in the field of air cargo—for instance, 

here the Slick and the Flying Tigers were formerly irregular 

rlines and were certificated, ‘and developed that type of traffic very 
nuch faster than the certificated passenger lines, although they had 
the same authority to carry cargo, the development of the military 
charter business has been a primarily nonscheduled field, the devel- 
opment of agricultural labor movements, and the development of 

e aircoach field, all in the low-cost bracket, have been pioneered by 
ie inde »pende nts. 

Now, the certificated carriers will certainly use this type of air- 
lane if it is provided, and in the record that I have presented here 

a plan whereby these new types of airplanes that will soon be 
olling off the production lines, which are vit: ally needed in our national 
defense, will be made available under an airlift preparedness bill, 

‘reby any operator, scheduled and independent, would be able to 
obtain these aircraft on a lease-purchase basis. That is, they would 
be able to pay for that aircraft as it was being used. If we had that 
market, that I am certain that we would have, a vast development in 
the cargo, the air-bus field, the new markets that have not yet been 
developed—if we had that I believe we would soon be able to employ 
thousands of these airplanes instead of conducting a very limited air 
serve program of 300 airplanes, which are drawn from the scheduled 
ind nonscheduled fleets, which are not particularly adaptable to land- 
ing in open fields, are not the type of aircraft ‘that the Army has 
laid down the specifications for. 

It is my feeling that we can find a place for the large irregular 

carrier which does not interfere with the place of the scheduled air 
carrier, and it will not require a difficult enforcement program to 
define that place. It is just as simple as this. The independent 
carriers have chosen to utilize the DC-3, the DC-4, and the C46 
type of aircraft, primarily cargo transports for the Air Force when 
they were first introduced. I am speaking of the C47, the C—54, 
ind oe te 

Now, if we would say, “Allow these carriers to use that type of 

ireraft on any routes and under any conditions under which they 
obtain traffic,” they are certainly not going to take traffic away from 
i scheduled airline with a DC-6, and they are free to reach out and 
find and develop the traffic where it is, but they should in addition 
be permitted to purchase new type trans sports that are specifically 
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designed by the Army—and the Army laid down the specifications 
for this type of plane—to meet the needs of the Army in its global 
mission. 

Senator Thye, if we had regulation, simple regulation, a simple 
solution of that nature, we would certainly all be happy, I am sure. 
We would go out and develop with the surplus transports at the 
present time the traffic that was available. As they became obsoles- 
cent, the CAB might add other airplanes to that list. We would then 
certainly be performing a supplementary service in the low-priced 
bracket and, finally, we should have the authority to purehase new 
type assault transport aircraft which are so vitally needed and the 
crews and the trained personnel and the trained pilots which are so 
vitally needed for our national defense. 

Thank you. 

The Cuamman,. Thank you. 

(The prepared statement and the exhibits submitted by Mr. Hea- 
cock read in full as follows :) 


SUPPLEMENTARY STATEMENT oF AMos BE. HEACOcK BEFORE THE SENATE SELECT 
COMMITTEE ON SMALL Business, May 8, 1953 


Certain allegations made by Mr. Arthur Woodley of Pacific Northern Airlines 
should not remain unanswered. Mr. Woodley, for example, has stated that 
Air Transport Associates, the company I formerly headed, did not want a 
certificate but merely wanted to operate without regulation. 

The facts are that ATA was not in existence at the time that the United 
States-Alaska Service case was begun in March 1948. From July until October 
1948, ATA operated an exclusively cargo service. Although 13 irregular air 
carriers were then operating to Alaska, only Mount McKinley Airlines applied 
for a certificate and they were denied. The reason for this was that the non- 
scheduled operators did not know that subsequent to the hearing, their existing 
authority to conduct their air services under exemption would be curtailed, 
revoked, and denied. They merely wanted to provide a nonsubsidized service 
under their existing exemption rather than try for a mail pay certificate. 

However, ATA was informed by a friendly CAB official in Anchorage that 
none other than those certificated in this hearing would be permitted to operate 
in the future. Subsequent events have proved this to be true. Although the 
October hearings in Anchorage had been concluded, there remained hearings 
in Washington, D. C. ATA filed a petition to intervene, which if it had been 
granted, would have permitted us to be heard in Washington, D. C. Approval 
of the petition to intervene was not forthcoming from the CAB, however, until 
after the conclusion of the hearings in Washington. ATA thereupon requested 
reopening of the case but was refused. 

ATA, contrary to Mr. Woodley’s statement, did apply for a certificate in May 
1949 and has pursued it vigorously since. The CAB twice refused upon petition 
to set the case for hearing. Thereupon, ATA last year applied to the District 
Court of the District of Columbia for a writ of mandamus to compel the Board to 
hear the case. The Board moved to dismiss but the court denied this motion and 
ordered the case to go to trial. Thereupon, the CAB consolidated ATA’s certificate 
application into a new United States-Alaska case which will be heard this sum- 
mer or fall. Contrary to the misinformation you have heard, therefore, ATA 
has vigorously pursued a certificate application from the time that it found a 
certificate to be necessary to continue operations. This was long before any 
frequency and regularity charges were filed against ATA. It was December 
1949, before ATA was charged with so-called knowing and willful frequency and 
rezularity. In 5 years of operations ATA has had only one minor CAA vivlation 
filed against its almost perfect compliance record where safety is involved. 

It has been said that ATA has never applied for a cargo certificate although 
this was mentioned in a presentation before a House Interstate and Foreign 
Commerce subcommittee in Seattle. ATA has since 1949 petitioned for service 
in the field of cargo and low-cost passenger service. However, dune to the 
apparent impossibility of an irregular air carrier getting authorization from the 
CAB to transport passengers, the company has planned, since the revocation of 
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the letter of registration became imminent, to amend its application. It will ask 
a new prehearing conference on May 15 for all-cargo service. 

Mr. Woodley states that it was misrepresentation to state that ATA had com- 

eted 125 million passenger-miles without an accident. This statement is factual 

id correct, aS 110 million passenger-miles were completed by ATA since July 

19. when it had an accident, to December 31, 1952. This is taken from CAB 

ords. It is estimated that 15 million passenger-miles have been safely com- 

ted to date in the year 1953. 

\s far as misrepresentation is concerned, I submit a clipping from the An- 

orage Daily News of Wednesday, April 1, 1953, in which Mr. Woodley assured 

e people of Alaska that Pacific Northern Airlines had no intention of raising its 
senger and freight rates with the death of ATA. Howard Hunt, Alaska 
niger of ATA, had asserted earlier that “the scheduled air carriers will be 
nted an increase ir airfreight rates by the CAB.” 

‘lr. Woodley in his appearance before this committee declared that he had 
ied passenger fares. However, a close examination of Pacific Northern's 
rates and fares, to be effective May 15, May 20, and May 21, 1953, photostats 
he tariffs for which are submitted to the committee herewith reveal that 
I fic Northern has (1) made general increases in airfreight rates, (2) has 

reduced any fares between the primary traffic points of Seattle and Portland 
Anchorage, and (3) in fact, has made fare reductions only from Portland and 
ittle to Lliamna, Naknek, and Cordova, Alaska. Service between these points 
ounts for only an insignificant fraction of Pacific Northern’s fare income. 
fare to Anchorage was not reduced. 
fowever, the cargo rate for perishable foods from Portland to Anchorage, 
Cordova, Kasilof, Kenai, Kodiak, Naknek, Ninilchik, Homer, and Iliamna was 
eased 2 cents per pound, while the rates to these points from Seattle were 
reased 1 cent per pound. This resulted in a rate of 18 cents per pound, Seattle 
Anchorage and 19 cents per pound, Portland to Anchorage. The general com- 
dity rate between Seattle and Anchorage and between Portland and Anchorage 
; also increased 2 cents per pound to 17 cents and 18 cents respectively. The 
rd of these rate increases is being submitted for the committee’s examination 

» | will not comment further. 

\laska Airlines has contended that ATA’s costs as shown in the Pacifie North 
west-Alaska tariff investigation (ATA’s exhibits showed a cargo cost of 16.64 
ents per pound, Seattle-Anchorage as against Northwest’s cost of just under 
29 cents per pound) are not representative. The question of the amount of sub 
sidy paid for their service, however, was a subject both Alaska Airlines and 
Pacific Northern carefully avoided. The reason for this is obvious. ATA’s cer- 
tilicate application offers to provide mail service between Seattle and Anchorage 
ind Fairbanks, Alaska for $1 a year. Alaska Airlines, on the other hand, has 
been awarded a further annual mail pay beginning October 1, 1952, of $1,296,000. 
At the rate of 47 cents per mail-ton-mile the Board shows that only $87,076 of the 
$1,296,000 represents service mail pay and the remainder of $1,208,924 is subsidy. 
Chis is for the States-Alaska portion of Alaska Airlines service only. 

Likewise, for the period on and after January 1, 1852, Pacific Northern has 
been awarded a rate designed to produce mail pay of $1,701,924 per annum. 
It is not known what portion of this mail pay is subsidy nor what portion is for 
intra-Alaska service. However, like Alaska Airlines, the overwhelming propor- 
tion of the mail pay is for States-Alaska service and for subsidy mail pay rather 
than for compensatory mail pay. 

it can thus be seen that the motive for the attack against me and the company 
I headed was that we had offered to save the taxpayers from $4 million to $6 mil- 
lion per year in our offer to transport the mails for $1 a vear between Seattle and 
Anchorage and Fairbanks. Our nonsubsidized operational costs and revenues 
in combination service makes this offer entirely practical, if the subsidy is denied 
our competitors. 

In fact, Pacifie Northern and Alaska Airlines could not, and cannot exist with- 
out huge amounts of subsidy. Yet CAB Examiner William F. Cusick in his report 
of his findings in the U. S.-Alaska Service case declared that in 1948 the non 
subsidized carriers operating to Alaska had transported 19,000 passengers and 
% million pounds of freight “upon which the certificated carriers realized nothing.” 
This huge amount of cargo, which was 20 to 35 times that of the certificated car- 
riers in 1948, was transported without any cost to the taxpayers at all. Now, 
however, that much cargo transportation (9 million pounds) costs the Govern- 
ment about $114 million in mail subsidy. 

Therefore, the elimination of ATA, the last of the nonsubsidized carriers 
operating to Alaska, has resulted in forcing the people of Alaska to transfer their 
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patronage to the certificated carriers, whether they want to or not, at hicher 
passenger fares, at increased rates for perishable and dry cargo, and at millions 
of dollars of extra cost to the taxpayers. 


Pactric NORTHERN ATRLINES 


Beonomy flights 


CAB No. 15 


Betw And : 
: re ith revised p. 1 
3d revised p. 14 effactive Mes “ 
current fare "3 — 
Portland, Oreg Iliamna, Alaska $108 $102 
Naknek, Alaska 122 111 
Seattle, Wash lliamna, Alaska 101 9 
Naknek, Alaska 115 104 
CAB No. 15 
Between And ‘ A 
as 5th revised p. 14 
mow nt ; ’ 14 effective May 21, 
, 1953 
Portland, Oreg Cordova, Alaska $82 $76 
Juneau, Alaska . 62 
Yakutat, Alaska _ 71 
Seattle, Wash. Cordova, Alaska 75 60 
Juneau, Alaska } 55 
Yakutat, Alaska 64 


Certified to be a trne and exact extract of tariff information obtained through 
reference to Pacific Northern Airlines tariff numbered CAB No, 15, official file 
tariff of the tariffs section of the Civil Aeronautics Board, Washington, D. C., 
obtained this 6th day of May 1953. 

J. A. ForRsYTH, 
Tariff Agent and Consultant. 
May 6, 1953. 


Rates on produce, including all perishables, food, dairy, and meat 


[Minimum weight: 109 pounds] 
CAB No. 16 
yr so of ravicad 1, 02 | 30 revised p. 23 
2d revised p. 23 
effective 
current rate May 20, 1953 

Portland, Oreg.. Anchorage, Alaska $0. 17 $0. 19 
Cordova, Alaska ant: I 19 
Homer, Alaska "19 | 21 
Hliamna, Alaska -2i | . 23 
Seattle, Wash__-. Anchorage, Alaska -17 .18 
rdova, Alaska sol 18 
Homer, Alaska .19 | . 20 
Lliamna, Alaska tl 222 


Certified to be a true and exact extract of tariff information obtained through 
reference to Pacific Northern Airlines tariff numbered CAB No. 15, official file 
tariff of the tariffs section of the Civil Aeronautics Board, Washington, D. C., 
obtained this 6th day of May 1953. 

J. A. ForsytnH, 
Tariff Agent and Consultant. 
May 6, 1953: 


ee te teen ee poner Finn mean 








Se 


& 
x 





FUTURE OF IRREGULAR AIRLINES 413 


Rates on produce, cll perishable, including food, dairy produce, and meat 


[Minimum weight: 100 pounds] 









CAB No. 16 

| Sa — ———— 

From— | To— | ls diate ‘ 

| 2d revised p. 24 | 3d a a 

current rate May 20, 1953 
rtland, Oreg...- 4 | Kasilof, Alaska_............. | $0. 18 | $0. 20 
| Kenai, Alaska ietliaaraient | 18 | . 20 
| Kodiak, Alaska. -_. 21 23 
| Naknek, Alaska... _. | - 22 | . 24 
Ninilchik, Alaska... piciono | 19 | -21 
eattle, Wash... : .------| Kasilof, Alaska....--. J .18 .19 
| Kenai, Alaska............-. sail .18 .19 
Kodiak, Alaska_...........- | -21 | - 22 
Naknek, Alaska_......-. . 22 | .23 
Ninilchik, Alaska 19 | 20 





Certified to be a true and exact extract of tariff information obtained through 
eference to Pacific Northern Airlines tariff numbered CAB No. 15, official file 
tariff of the tariffs section of the Civil Aeronautics Board, Washington, D. C., 
btained this 6th day of May 1953. 


J. A. Forsytu, 


Tariff Agent and Consultant. 
May 6, 1953. 


General commodity rates 


[100 pounds and over] 





CAB No. 16 
Between And } fn 
2d revised p. 22 | 3d revised p. 22 
current rate | efiective: 
May 20, 1953 

Portland, Oreg....._.- : ee, Anchorage, Alaska_..- $0. 16 $0. 18 
Cordova, Alaska_. .16 | .18 
Homer, Alaska_..._.-. - ; -18 | . 20 
Tliamna, Alaska She .19 om 
Kasilof, Alaska.._. -17 .19 
Re aera .17 .19 
Kodiak, Alaska__._- Sat .20 .22 
Naknek, Alaska...........-- . 22 . 24 
Ninilchik, Alaska. .-.........-- 18 . 20 

Seattle, Wash.....................| Amchorage, Alaska............- 15 -17 
Cordova, Alaska_.-........-.- .15 ae 
Homer, Alaska__...........---- 17 .19 
Iliamna, Alaska... aicebvadl .18 -20 
Kasilof, Alaska__.__... " . 16 -18 
Kenai, Alaska_- 4a ee 16 -18 
Kodiak, Alaska. _._- S .19 .21 
Naknek, Alaska..............-- 21 23 
Ninilchik, Alaska_- oe 17 -19 








Certified to be a true and exact extract of tariff information obtained through 
reference to Pacific Northern Airlines tariff numbered CAB No. 15, official file 
tariff of the tariffs section of the Civil Aeronautics Board, Washington, D. C., 
obtained this 6th day of May 1953. 

J. A. Forsyra, 


Tariff Agent and Consultant. 
May 6, 1953. 
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General commodity rates * 


CAB No. 16, 4th revised, p. 22, effective May 21, 1953 


Between Portland, Oreg. Between Seattle, Wash. 


Under 100 100 pounds Under 100 100 pounds 
pounds and over pounds and over 


And Juneau, Alaska 4 $0. 30 


$0. 16 $0. 30 | $0. 15 
And Yakutat, Alaska 


.35 17 .35 . 16 


1 New item, effective May 21, 1953. 


Certified to be a true and exact extract of tariff information obtained through 
reference to Pacific Northern Airlines tariff numbered CAB No, 15, official file 
tariff of the tariffs section of the Civil Aeronautics Board, Washington, D. C., 
obtained this 6th day of May 1953. 


J. A. Forsyru, 


Tariff Agent and Consultant. 
May 6, 1953. 


Rates on fresh eggs } 


{Minimum weight, 100 pounds] 


CAB No. 
16, original 
From | T p. 24-D ef- 
fective 
May 20, 1953 


Portland, Oreg Anchorage, Alaska 


Cordova, Alaska 

| Homer, Alaska 
lliamna, Alaska 

| Kasilof, Alaska 
Kenai, Alaska 
Kodiak, Alaska 
Naknek, Alaska____- 

| Ninilchik, Alaska 


1 New tariff item to become effective May 20, 1953. 


Certified to be a true and exact extract of tariff information obtained through 
reference to Pacific Northern Airlines tariff numbered CAB No. 15, official file 
tariff of the tariffs section of the Civil Aeronautics Board, Washington, D. C., 
obtained this 6th day of May 1953. 

J. A. Forsyru, 


Tariff Agent and Consultant. 
May 6, 1953. 
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The Cuarrman. I have a telegram here that was sent to me by 
Mr. George J. Burger, vice president in charge of the Washington 
office of the National Federation of Independent Business. I am 
going to have this telegram inserted in the record at this point. 

(The telegram referred to by the chairman is as follows :) 


WASHINGTON, D. C., May 8, 1958. 
Hon. Enwarp J. THYE, 
Chairman, Senate Small Business Committee, 
Senate Office Building, Room 458: 

It would be my desire, with the committee’s permission, to appear per- 
sonally in behalf of the Federation and give testimony in the present hearings 
the committee is holding on the problems facing what we term independent 
airlines. However, in view of the time limitation I request that this message 
be read into the record of the hearing today. 

I have attended earlier hearings of the committee on the problems facing 
these independent airlines and we, representing independent business, support 
with no exceptions the splendid leadership of these independent businessmen 
owning and operating independent airlines. In our opinion they typify real pro- 
gressive, efficient, independent business and therefore should receive the fair 
and just consideration in all or any regulations instituted by Government agen- 
cies. Government agencies should realize that they represent the people over 
all other considerations, 

It is our belief that today more than ever there is need for the small-business 
committees in the Congress. Small business has no other place to go. More 
important, the need for these small business committees to function is for a 
check on or into regulatory bodies of the Government as to their rulings to see 
that fair play is given to all. We have been very suspicious and rightfully so 
of some of the actions of certain Government regulatory bodies. We wonder 
sometimes Whom their actions are meant to help. In fact, we are coming to the 
conclusion that both the Federal Government and the States should move very 
cautiously in the creation of these regulatory agencies, and more important, 
check into the actions of these agencies to find out whether they are carrying 
out the will of the legislative bodies. 

We recommend, to save the free enterprise system, no longer is there any 
need for the Civil Aeronautics Act which exempted the airlines in ratemaking 
from the provisions of the antitrust laws. What transportation needs today 
in all lines is more competition. They themselves will benefit with increased 
business and so will the public. The Civil Aeronautics Act should be limited 
to protection of life and limb, and same would hold true for the Interstate Com- 
merce Commission. 

Finally, our main concern is that where monopoly exists, or monopoly comes 
into existence in an industry, sooner or later regulatory bodies are set up 
which indirectly condone and sanction monopoly. 

NATIONAL FEDERATION OF INDEPENDENT BUSINESS, 
GEORGE J. BURGER, 
Vice President in Charge Washington Office. 

The Carman. This concludes the hearings. We have no more 
witnesses, and we do not have any hearings scheduled for the coming 
week. 

Thank you all. 

(Whereupon, at 1 p. m., the subcommittee adjourned. ) 
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APPENDIX 


Apprenpix I 


PREPARED STATEMENT OF OSWALD RYAN, CHAIRMAN, CIVIL 
AERONAUTICS BOARD 


(Before Senate Select Committee on Small Business, March 31, 1953) 


The Civil Aeronautics Board is glad to have this opportunity to appear before 
your committee. Almost 2 years have elapsed since our last appearance here, 
and we welcome the chance to review with you the occurrences of the intervening 
period, and to present to you our current thinking on the problem of the irregular 
carriers. 

In our opinion the historical background of the irregular carrier industry is 
essential to an understanding of the problem. At the risk, therefore, of covering 
some ground with which you are already familiar, I would like to sketch briefly 
the development of the irregular carriers, and particularly the occurrences of the 
last 2 years. 

From its beginning in 1938, the Board recognized that there was a group of 
carriers which, although engaging in air transportation as common carriers and, 
therefore, subject to the economic regulatory provisions of the act, conducted their 
business in such a way that they could not comply in any substantial measure 
with those provisions and continue to operate. These carriers during the entire 
prewar period furnished a call-and-demand air service, operating generally from 
a fixed base, and flying where and when requested with no regard to schedule. 
For the most part, they operated small non-transport-type aircraft and their air 
transportation services were only incidental to other aviation activities in which 
they were engaged such as flight training, the operation of airports and the sale 
and service of aircraft and accessories. 

While in 1938 the operations of these carriers were of limited economic signifi- 
cance insofar as the air transportation system of the country as a whole was 
concerned, their very existence indicated a need that could not be satisfied by the 
scheduled air carriers. It was also clear that their operations were of such a 
limited extent and were conducted under such unusual circumstances that com- 
pliance with the provisions of title IV of the act would have been unduly bur- 
densome on them. The limited nature and indefiniteness of their services as to 
time and place made it extremely difficult for them to sustain the burden of 
prosecuting an application for a certificate of public convenience and necessity, 
or to assume the other obligations that are imposed upon air carriers generally. 
It was also obvious that their operations were of a type which did not logically 
fit into the economic provisions of the act which were designed primarily for the 
regulation of the scheduled, route-type services that were, and are today, the back- 
bone of an adequate air transportation system. 

Accordingly, the Board, relying upon its authority under section 416 (b) of 
the act, issued in 1938 its so-called noncheduled regulation. That regulation 
exempted from virtually all of the economic provisions of title IV of the act all 
air carriers which did not engage in scheduled operations. 

Now, what were scheduled operations? Under the regulation, an operation 
was deemed to be scheduled, and, therefore, not authorized under the exemption, 
if (1) it involved the flight of one or more airplanes from a takeoff point in one 
State (or Territory or possession of the United States) to a landing in another 
such State, Territory, or possession, or in a foreign nation, and (2) if the air 
carrier held out to the public by advertisement or otherwise that it would operate 
one or more airplanes between such points with regularity or with a reasonable 
degree of regularity, and (3) if the carrier permitted it to be generally understood 
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that on such flights, and for compensation or hire, it would accept for transpor- 
tation between such points such members of the public as might apply therefor, 
or such express or other property as the public might offer. 

During World War II commercial aviation generally was sharply curtailed 
and the operations of the nonscheduled carriers created no serious regulatory 
problems. However, the Board, in order to determine what changes, if any, 
were required in its regulation, instituted in 1944 an investigation of these 
exempted nonscheduled air services. Although only relatively minor changes 
in the nonscheduled regulation were made upon completion of this proceeding 
in May of 1946, the Board recognized in its published opinion that the record 
did not adequately reflect the changes which were taking place in this segment 
of the industry as a result of the termination of hostilities and it undertook 
to emphasize the limited and sporadic nature of the services which were au- 
thorized by the nonscheduled regulation (Investigation of Nonscheduled Air 
Services, 6 C. A. B. 1049, at pp. 1054 and 1055). 

Now, following the cessation of hostilities our noncertificated transportation 
Saw a tremendous increase and it also revealed marked changes from what had 
been. Unlike the nonscheduled carriers that had operated prior to the war, many 
of the nonscheduled carriers of the postwar era relied entirely upon revenue 
obtained from the carriage of persons and property and did not engage in the other 
aviation activities which had generally been conducted by fixed-base operators. 
The operations of many of these new companies also showed increasing regularity 
of flights between fixed points that rapidly reached a stage where they could not, 
under any reasonable interpretation of the term, be called nonscheduled oper- 
ations. Again, many of the new nonscheduled services were conducted without 
due regard to their public responsibilities as common carriers and numerous 
complaints were received by the Board from the public concerning the practices 
of certain of the nonscheduled carriers. 

In order to meet the rapidly changing situation and the new problems created 
by it, the Board in May 1947 revised the nonscheduled exemption regulation. 
The carriers permitted to operate under that regulation were renamed irregular 
air carriers and were required to obtain letters of registration from the Board, 
although the amended regulation did not require any showing of a need for the 
earrier’s operation or a showing of fitness and ability. The basic limitation 
upon frequency of operations which had been implicit in the nonscheduled 
regulation since 1938 was now spelled out in a more detailed and precise form. 

sy August 6, 1948, 147 companies had been issued letters of registration as 
large irregular carriers, and of those 109 were still in effect. At that time the 
Board provided that no further letters of registration would be issued to large 
irregular carriers unless an application had been filed on or before August 6, 
1948. This was followed in May of 1949 by a further revision which terminated 
the blanket exemption of large irregular carriers but provided that any large 
irregular carrier which, by a specified date, filed an application for an individual 
exemption could continue operations under the limitations of the regulation 
until its application for individual exemption was disposed of. Thereafter on 
May 25, 1950, the Board issued its opinion in Large Irregular Carriers, Ex- 
emptions (11 C. A. B. 609), setting forth the policies that would guide it in 
disposing of the applications for individual exemptions. Without attempting a 
detailed review of all of the reasoning underlying these policies they can be 
briefly summarized. 

First, the Board concluded that the applications of irregular carriers that 
had been conducting route services—services described by the Board as “a pat- 
tern of operations which shows a concentration of relatively frequent and regular 
flights between a limited number of pairs of points”—would be denied. 

Secondly, the Board concluded to grant exemptions to those carriers which in 
the past had neen furnishing truly irregular services. 

Thirdly, the Board in arriving at its policies concluded that in order to insure 
that each such carrier will carry out and perform the type of service which it 
is our intention to authorize, the Board, in addition to the restrictions upon 
regularity which had theretofore been imposed, would permit only 3 flights in 
the same direction durng any period of 4 successive calendar weeks between 13 
named pairs of points, and only 8 flights in the same direction in such period 
between any other pairs of cities. The 13 pairs of cities were those between 
which the bulk of the operations by irregular carriers had been conducted and 
between which operations had been characterized by frequency and regularity. 

Finally, the Board pointed out that there was a large number of irregular 
earriers which, although holding valid letters of registration, had not conducted 
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n the preceding year any operations pursuant to their authority. With respect 

to these carriers, the Board concluded that there did not appear to be any need 
or their services, and that, accordingly, the applications of all nonoperators 
ould be denied. 

As a part of that decision of May 25, 1950, the Board finally disposed of 

applications pending before it, granting 2, denying 8 for nonoperation, 
and dismissing 1. Thereafter, the Board continued to process the individual 
exemption applications on file with it until September 21, 1951. By that time 
\7 applications had been granted by the Board; 18 applications of nonoperating 
carriers had been finally denied; the operating authority of 16 other carriers 
had terminated for various reasons, including surrender of authorization, rev- 

ation or denial for violation, death of the owner, and merger; and the remain- 
ing 46 applications were being processed. 

Following issuance of the Board's opinion of May 25, 1950, the next major step 
n the regulation of irregular carriers came on March 2, 1951, when the Board 
issued a special exemption authorizing unrestricted operations by large irregular 
carriers pursuant to military contracts and the establishment of joint representa- 
tives at military bases to arrange for flights of uniformed military personnel 
traveling at their own expense to or from military bases. Also, the Board 
approved two organizations of irregular carriers, the Air Coach Transport As- 
sociation and the Independent Military Air Transport Association, for the 
purpose of representing such carriers before the executive branch of the United 
States Government and in order that the irregulars’ equipment, personnel, and 
services might most expeditiously be utilized by the Department of Defense. 
‘he military exemption has since been extended by the Board and is still in 
effect. 

This was the situation in the regulation of large irregular carriers on Sep- 
tember 21, 1951. On that date, the Board issued an order instituting a general 
investigation of air services by large irregular carriers and irregular transport 
arriers (Docket No. 5132, Order Serial No. BE-5722). The investigation was 
directed to all matters related to and concerning air transportation conducted 
by irregular carriers, including an inquiry into the issue of whether there is a 
need for air transportation services by irregular carriers “ia addition to and 
supplemental to services performed by the carriers holding certificates of public 
convenience and necessity.” 

The institution of this general investigation and the temporary suspension of 
any further processing of the individual exemption applications did not portend 
a cessation of enforcement activities against those irregular carriers which 
continued to flout the regularity and frequency provisions of the exemption 
regulation under which they were operating. The exact opposite was true, for 
simultaneously with its order setting in motion the general investigation the 
Board issued a press release containing its enforcement policy. In substance 
it stated that the Board had reviewed its enforcement policy with respect to the 
irregular carriers and had concluded that it could not condone violations of the 
act or the Board’s regulations pending disposition of the proceeding in the 
general investigation. The Board stated that it would proceed with the en- 
forcement of the existing requirements in the usual manner; that is, (1) by 
giving violators warning and an opportunity to achieve voluntary compliance 
with the act, or (2) by applying to the United States district courts for injunc- 
tions, or (3) by issuing cease-and-desist orders, or (4) by revocation, or (5) by 
a combination of these remedies. The Board has adhered to that program, 
completing one enforcement proceeding which was pending on September 21, 
1951, and instituting four new enforcement proceedings since that date in 
cases where the carrier appeared to be operating wth excessive frequency and 
regularity, and 6 other miscellaneous cases. Of these 5 cases which involve 
excessive regularity and frequency, 2 have been completed, and 3 are pending. 

The Irregular Air Carrier Investigation is probably the largest proceeding 
ever instituted by the Board, and originally encompassed 221 applications con- 
solidated into one proceeding, plus an additional 27 intervenors. Hearings 
have not yet been completed despite the fact that the first prehearing conference 
was held about a month after the proceeding was instituted, and that the hear- 
ings have been pushed along constantly by the examiners assigned to the 
proceeding. Some of the delays have been caused by the postponements requested 
for various reasons by the irregular carriers themselves. For example, a number 
of the irregular carriers opposed the program suggested by Bureau Counsel for 
the preparation and exchange of exhibits, contending that it did not afford a 
reasonable amount of time to prepare their cases. The procedural dates sub- 
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sequently fixed were in substantial accord with the requests of the applicants, 


: / —e and 
Exhibits-in-chief were exchanged on May 30, 1952, rebuttal exhibits were ex- , outt 
changed on August 4, 1952, and the hearing was commenced on September 38, 3 sign 

mpd 7 Sis 
1952. regu 
: ’ . z ° . . out 
Before discussing the recommendations of your committee in its July 1951 has 


report, I would like to discuss briefly another matter which we believe is also I 
fundamental, namely, the attitude of the Board with respect to the irregular 


irre 
carriers. pur 
The most recent annual report of your committee was issued a few days We 
ago and contained a section concerning the irregular carriers. The Board is rea 
disturbed and surprised to find, on reading that report, that this honorable q 195 
committee continues to believe that the Board is “hostile” to the irregular ; as | 
carriers and is conducting a “war of attrition” and “harassment” against them ; lar 
that the Board is following the devious and dubious practice of “death by delay” of 
and “strangulation by regulations”; and that even the customary legislative on 
requests submitted to Congress by the Board must be carefully scrutinized in 3 ye: 
order to ascertain whether they contain some hidden weapon against the irregu- f ag 
lar carriers. 4 | 
I want to take this opportunity to assure your honorable committee that the ha 
Civil Aeronautics Board is not and never had conducted a “war of attrition” pr 
against the irregular carriers. If we were against them, we would say so, here ’ TT 
and elsewhere, just as we opposed the unrestricted entry of steamship and rail- ay 
road companies into the field of air transportation. cl 
On two occasions since 1938, the Board has reviewed its overall policy toward re 
irregular air transportation—once following the investigation of 194445, and St 
again following the filing of individual exemption applications in 1949. On both 
occasions the Board reaffirmed its belief in the need for irregular air transpor- tl 
tation that would supplement the services of the scheduled carriers. We are u 
and have been in favor of irregular air transportation and irregular air carriers. a 
Sut we have felt it to be our duty under the Civil Aeronautics Act to see to it i t 
that the irregular air carriers shall do the job which we authorized them to do j a 
and to supplement and not compete with the certificated air transport structure ' i f 
of the Nation. | I 
We recognize the fact, gentlemen, that the task of regulating the relationship | ri 
between the scheduled airline industry and the irregular carrier segment of | ] 
the air transport system is not a simple or an easy task and that we do not yet ‘ 
have the answers to all of the questions which this problem has created for us. ) ‘ 
3ut one thing we do believe and the record will support: that this Board has ; 


sought earnestly and in good faith to find a place for the irregular carriers in 
the national transportation system which would strengthen and preserve this 
segment of the system and at the same time keep the wavy clear for the continued 
progress of the certificated industry toward the goal of a self-supporting trans- : 
portation system. { 

Now, the Board’s largest effort to find a solution to this important problem ; 
has been the institution of a proceeding for investigating and reviewing the 
entire problem of the irregular air carriers. This proceeding, the largest ever 
opened by the Board, will enable us to review the overall policies on the basis 
of the accumulated knowledge and experience gained from past operations. 

At the present time there are 61 irregular carriers, as compared to only 39 
domestic and international certificated carriers not including territorial carriers. 
The irregular carriers may operate between the United States and any points 
in the world carrying property, and between any United States points carrying 
persons and property. The certificated carriers are confined to their certificated 
routes for all but charter services. The irregular carriers may suspend, shift, 
or diminish their operations as they choose. The certificated carriers are re- 
quired to serve all of their certificated points, and by law must give “adequate” 
service in interstate and overseas air transportation. In view of these very broad 
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1The procedural dates originally set by the examiners were: Exchange of exhibits-in- 
chief, April 30, 1952. Exchange of rebuttal exhibits, June 30, 1952, and tentative 
hearing, July 7, 1952. In a notice of April 17, 1952, these dates were postponed at the re- 
quest of the Independent Military Air Transport Association, the Air Coach Transport As- 
sociation, and Trans-Ocean Airlines, to May 30, 1952, for the exchange of exhibits-in-chief, 
July 14, 1952, for exchange of rebuttal exhibits and August 11, 1952, for hearing. As 
indicated, the exhibits-in-chief were exchanged on May 30, 1952. By notice dated July 
9, 1952, requests of American Airlines, Inc., and the Air Coach Transport Association 
were granted extending the date for exchange of rebuttal exhibits to August 4, and the 
hearing date to September 3, 1952. 
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and unrestricted privileges of a group of noncertificated carriers which actually 
outnumber the certificated carriers, it is of utmost importance that the only 
significant restriction upon their operations—the restriction against excessive 
regularity and frequently—be observed in order that such carriers will carry 
out their function in the regulatory scheme. From 1938 to 1953 that function 
has been to supplement, not compete with, the services of the certificated carriers. 

It seems apparent that the committee’s belief that the Board is harassing the 

regular carriers is based in large part upon its belief that the Board has 
pursued a strict and harsh enforcement policy against the irregular carriers. 
We submit that the record shows that the Board has followed a uniform and 
reasonable enforcement policy against all air carriers. During the fiscal year 
1952, for example, 12 formal cases were instituted against certificated carriers, 
as compared to only 4 against irregular carriers, despite the fact that the irregu- 
ars outnumber the certificated carriers. During the same period our Office 
of Enforcement opened 37 informal cases against the certificated carriers, and 
only 32 against the irregular carriers. For the first half of the present fiscal 
year there were 3 formal cases against each group; and 15 informal cases 
against the certificated carriers, compared to 16 against the irregulars. 

One of the misconceptions concerning the Board’s enforcement program which 
has been fostered by a few of the irregular carriers is that the Board, by inter- 
pretation, has put into effect an increasingly stricter standard of irregularity. 
They have claimed that the standards applied now are more severe than those 
applied in 1988, 1946, or 1947. In view of the constant repetition of this 
charge, it is probably not surprising that this committee, in its July 1951 
report, apparently believed that where there was so much smoke there must be 
some fire. 

With the exception of the 3 and 8 regulation which never became effective, 
the standards of irregularity that have been applied by the Board have re- 
mained unchanged from 1938 to the present time. Fortunately, it is no longer 
a question of the Board’s assertion against the contentions of those carriers 
that have advanced this claim; for during the past year the circuit court of 
appeals has twice ruled on this contention, and in both cases decided it in 
favor of the Board. Nor can there be any doubt that the issue was squarely 
raised. The court of appeals has been of the view that the operating privileges 
of the irregular carriers cannot be amended restrictively without an evidentiary 
hearing. Since all of our actions which the irregulars contended were re- 
strictive amendments were regulations or interpretations adopted without evi- 
dentiary hearings, the Board’s orders would have been reversed by the court 
if the contentions had been correct. The Board’s orders were upheld. Thus 
if the Board has changed its standards of irregularity, the change has been 
so slight as to be undetectable either by the Board or by the courts. 

“ ” * * * + * 

With the committee’s permission I would like next to consider in order the 
recommendations made by the committee in its report of July 1951. 


RESCISSION OF 3- AND 8-TRIP REGULATION 


The committee recommended that the Board should “rescind its present regu- 
lation limiting ‘nonskeds’ to 3 round-trip flights and 8 round-trip flights.” 

The so-called “3 and 8” regulation was never made effective. The effective 
date of the regulation has been postponed by the Board from time to time, and 
at the present time the effectiveness of the regulation has been stayed by the 
Board pending the conclusion of litigation concerning the validity of the regula- 
tion. Moreover, even if such litigation should terminate prior to the conclusion 
of the “large irregular carrier” investigation and the validity of the regulation 
were upheld, the Board would, in the absence of unusual circumstances not now 
known or foreseeable, further postpone the effectiveness of the regulation until 
completion of that proceeding. 

The “3 and 8” regulation would have provided that large irregular carriers 
could not operate more than 8 flights in the same direction during any period 
of 4 consecutive calendar weeks between any 2 points, except that between 11 
specified pairs of points the Board restricted the carrier to the operation of not 
more than 3 round-trip flights. The “3 and 8” regulation was adopted on March 2, 
1951, and was originally intended to become effective April 6, 1951. The effec- 
tive date of the regulation, however, was thereafter postponed at the request of: 
the Senate Small Business Committee by further amendments adopted by the 
Board on April 2, 1951, May 4, 1951, and May 28, 1951. In the meantime a suit 
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to enjoin enforcement of the regulation was filed, and an injunction against the 
Board was issued by the United States district court. As a result the Board 
on June 28, 1951, adopted a further amendment postponing the effective date of 
the “3 and 8” regulation “to such date as may later be fixed by the Board follow- 
ing the completion of any appeal by the Board to the Court of Appeals from the 
judgment in American Air Transport et al. v. Civil Aeronautics Board.” This 
stay action by the Board on June 28, 1951, is still in effect, and the litigation is 
still pending in the United States District Court for the District of Columbia. 
Since the matter must await its turn on the court’s calendar, it is unlikely that 
it will be reached for trial for some time.” 

In addition to the “3 and 8” regulation applicable to the large irregular carriers, 
similar limitations were contained in the individual exemption orders issued 
to a group of 17 large irregular carriers (each of the carriers in this group is 
known as an irregular transport carrier). On September 21, 1951, the Board 
by order, adopted concurrently with the Board’s order instituting the “irregular 
air-carrier” investigation, amended the individual exemption orders which had 
been previously issued to these irregular transport carriers, by providing that 
the “3 and 8” limitation “unless otherwise directed by appropriate order of the 
Board, * * * shall not become effective until the completion of the appeal which 
has been taken by the Board to the Court of Appeals for the District of Columbia 
circuit from the judgment of the United States District Court for the District of 
Columbia in Civil Aeronautics Board v. American Air Transport, Inc., * * * or 
until final disposition by the Board of the proceedings in Docket No. 5132 * * * 
(the large irregular investigation), whichever shall last occur.” 

As a result of these various actions by the Board, the “3 and 8” regulation has 
never become effective and is presently stayed by the Board’s own order. The 


litigation involving the “3 and 8” trip regulation is still pending before the 
courts, 


INCREASE OF FLIGHTS TO 14 OR 15 PER MONTH 


The committee recommended that the number of flights permitted to be oper- 
ated by the irregular carriers between specific points should be raised to about 
14 or 15 flights per month, on the ground that this would*be a bare minimum to 
justify continued operations by most of the lines. 

In the “large irregular carrier” investigation, one of the issues is whether the 
volume of operations between designated points shall be increased. Pending the 
completion of this proceeding and based on conditions up to the present time, 
the Board has not found it in the public interest to increase the number of 
flights which may be operated by an irregular carrier between designated points. 
Our reasons for continuation of the existing standards follow. 

According to the committee’s report, the recommendation to increase the per- 
missible number of flights is based on testimony before the committee by the 
irregular carriers. In accepting this testimony the committee presumably has 
also accepted a basic assumption of those witnesses. In estimating that 14 or 
15 flights per month between designated points represent an economic minimum, 
the witnesses must necessarily have assumed that operations would be confined 
to a single route. The fact is, however, that irregular carriers are now per- 
mitted, and indeed are encouraged and expected, to operate to many points. By 
doing so, a single carrier could operate 30, 60, 90, or more flights per month, and 
no problem of economic minimums would exist. 

Thus, it is clear that inherent in the proposal to increase the number of flights 
to 14 or 15 is a proposal by the irregular carriers to abandon or subordinate the 
field they were created to occupy, and to enter instead upon new activities very 
similar to those of the certificated carriers. It is both natural and admirable 
that they should try to expand. But the Board has a responsibility of its own, 


* The history of this litigation has been as follows: On May 29, 1951, Judge Bastian, 
of the United States District Court for the District of Columbia, issued a memorandum 
opinion holding that the Board’s regulation was void (98 F. Supp. 660). The Board 
appealed this action to the Court of Appeals for the District of Columbia Circuit (No. 
11,115). On June 12, 1952, the court of appeals issued a certificate to the Supreme Court 
of the United States certifying 4 questions to the Supreme Court for answer, and advising 
the Supreme Court that no majority of the court had been able to agree upon disposition 
of the case. On October 20, 1952, the Supreme Court dismissed the certificate (344 
U. S. 4). On November 20, 1952, the court of appeals in a per curiam opinion remanded 
the case to the district court for further proceedings (201 F. 2d 189). The remand of the 
ease to the district court will apparently require that evidence be taken in the district 
court on the question whether the “3 and 8” trip limitations “are or are not a proper, or 
reasonable definition of the undefined terms (‘regularly or with a reasonable degree of 
regularity’) of the original license” of the irregular carriers. 
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viven to it by Congress, which it cannot escape. The Board must consider the 
public interest as a whole, and must develop and promote a sound air-transporta- 

on industry, and not merely a segment of that industry. Thus, although the 
Board may agree that expansion of these small-business enterprises would be 
good for them, the question which the Board must answer is whether it would 
be good for the public and the entire air-transportation industry generally. 
\Vhile the answer may seem obvious to the irregular carriers and to a commit- 
tee whose purpose is to foster and protect small business, the Board’s answer 
must be reached in the light of the statutory standards of the act and after 
affording an opportunity to other interested parties to express their views. The 
large irregular carrier” investigation is the means to those ends. 

I would like to illustrate in more concrete form the nature of the public 
interest problems raised by a proposal to increase irregular carrier flights to 
14 or 15 per month, It can be generally agreed, I believe, that the purpose of 
any increase would not be to authorize an increase in diversified fly-anywhere 
services (since those are already possible), but rather to permit an increase 
in transcontinental and other long-haul coach services. One of the most im- 
portant and fundamental questions which the Board must answer before it can 
permit such an increase in long-haul coach service is this: Will the effect on 
the certificated carriers of such an increase be good for the public and for air 
transportation generally? Even if it be assumed that the irregulars have 
“pioneered” this type of service and have spurred the certificated carriers into 
belated efforts to catch up, would an even greater volume of service by the 
irregulars be in the public interest? 

We cannot escape from the facts, much as we might like to do so. And based 
on all we have learned of the economics of air transportation since 1938, the 
plain fact is that some routes, particularly the high-density long-haul routes, 
are more lucrative than others; that large cities can support air service more 
easily than can small cities, and, therefore, that the revenues from the profitable 
runs (such as New York-Chicago—Kansas City—-Los Angeles, New York—Miami, 
New York-Chicago—-Denver-San Francisco) are needed to support service to 
the smaller cities and weaker routes on a carrier’s system. The most compre- 
hensive studies of this particular matter were made for and were put into the 
record of the Transcontinental Coach-Type Service case, decided on November 
7, 1951. In that proceeding the Board’s econemic staff introduced evidence 
comparing the costs of the transcontinental schedules of American, Northwest, 
TWA, and United with all of their other schedules. The costs of the nontrans- 
continental schedules for a representative 2-month period exceeded the cost of 
the transcontinental schedules by 41 percent in the case of American, 56 percent 
in the case of Northwest, 34 percent in the case of TWA, and 23 percent in the 
case of United. In the same case American introduced evidence showing that 
the cost per pasSenger-mile of furnishing DC-6 service over segments of dif- 
ferent lengths varied very substantially, ranging from a low of 3.7 cents for a 
segment of 2,475 miles long to a high of 10.7 cents for a segment 95 miles long. 
Comparable figures for Convair service ranged from 4.2 cents for a 730-mile 
segment to 14.4 cents for a 49-mile segment. While it is true that these statis- 
tics were introduced by one of the certificated carriers, they were based on 
experienced costs and were not seriously undermined on cross-examination. 

The full significance of these costs can be understood only when they are 
compared to the fares. Subject to some exceptions, all airline fares are fixed 
on the basis of the mileage traveled times a fixed amount per mile, which at 
the present time is about 6.175 cents per mile for most standard interstate 
services. The fare for a short flight is proportionately no greater than the 
fare for a long flight. Yet the cost of the short flight is proportionately much 
greater than the cost of the long flight. Thus the long flight is more profitable 
than the short, or, stating it differently, the profitable long-haul services help 
to support the less profitable short-haul services. There is no escaping the 
fact, therefore, that if a substantial part of that lucrative long-haul traffic is 
taken away from the certificated carriers the smaller cities must pay a greater 
proportion of the cost of serving them than they have in the past. 

I cannot today give you a final answer to this problem. It is, of course, a 
constantly recurring problem, one that we must answer in formal proceedings 
presented to us from time to time for decision on a record in accordance with 
the requirements of our act. It is entirely possible that, in some future deci- 
sion, such as the “large irregular carrier” investigation, the Board may conclude: 
that more competition to the present certificated carriers is in the public 
interest and should be permitted. Perhaps it can be demonstrated that no 
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increase in subsidy or fares is necessary, or that such an increase it outweighed 
by more important considerations. Whatever the answer may be, it is one 
which should be based on consideration of all of the public interest factors. 

In connection with this particular problem I should mention that although the 
Board has not increased the number of flights it will permit the large irregulars 
to operate between designated points, it has nevertheless made an important 
additional grant of authority in another area. As I have previously mentioned, 
the Board by order adopted in March of 1951 permitted the irregular carriers 
to engage in charter flights for the military on an unlimited basis. Opera- 
tions under this order have been quite extensive, and it is estimated that these 
military contracts represent between 30 and 40 percent of the total revenues of 
all of the irregular carriers, Indeed, some of the irregular carriers have devoted 
most of their operations to these military charters. Thus the Board has in fact 
Substantially enlarged the economic operating authority of the irregular car- 
riers. As a result of all of their operations the irregular carriers showed a 
profit before taxes of $4,372,000 for the year ended June 30, 1951, and of $4,620,000 
for the year ended September 30, 1952. 

From a reading of the annual report of your committee, Mr. Chairman, par- 
ticularly page 3, I got the definite impression that the committee was of the 
opinion that the Civil Aeronautics Board was not friendly to small business 
enterprise. I should like to offer briefly a few incontrovertible facts of record 
which I hope may serve to clear the committee’s mind on this point. 

I have served as a member of the Civil Aeronautics Board continuously since 
it was established by Congress 14% years ago and I cannot remember a time 
throughout those years when this Board did not have a deep concern for the 
welfare of the small enterprise units in the air transport industry. 

What are the facts? 

When we took over the regulation of civil aviation in 1938 there was a great 
disparity in size and strength between the 4 large domestic carriers and the 
remaining 14 smaller air carriers. The distribution among the 18 air carriers 
of the various routes that constituted the airline map in 1938 was an accom- 
plished fact over which the Board had no control; the Board by the act was 
required to grant certificates to the carriers that had been previously operating 
them adequately and efticiently for a specified period. In 1938, 82 percent of the 
total nonmail, commercial revenues realized by the 18 domestic air carriers had 
been earned by the so-called Big Four—American, Eastern, TWA, and United. 
The 14 smaller carriers received the remaining 18 percent of the total nonmail 
revenues. 

In this situation the Board set out to use its regulatory power wherever it 
could do so consistent with the standards of the Civil Aeronautics Act, to increase 
the economic strength of the small carriers. It adopted this policy not with any 
egalitarian purpose of making all carriers equal in size and strength but with the 
object of bringing the small-business units of the industry into an economic posi- 
tion where they would be able to compete on a fair basis for capital, for skilled 
labor, and for traffic. As a result of that policy the smaller business units have 
been able to increase their total nonmail revenues from 18 percent to 33. percent 
of the total and the share of the four large carriers has dropped from*82 percent 
to 67 percent of the total. 

But this is not the whole story. The Board has also fostered the establishment 
and development of 15 small local service airlines. In terms of gross revenues 
many of these carriers are smaller than some of the large irregular carriers. 
In fact in the 12 months ending September 30, 1952, six of the irregular carriers 
individually collected more in commercial transport revenues than the largest of 
the local service carriers. Again the Board has authorized a great many air 
forwarders to operate and has certificated all cargo carriers where they met the 
statutory test of public convenience and necessity. I might add that this policy 
of the Board which has brought substantial benefits to the smaller business units 
in this industry has been maintained against the vigorous opposition of the large 

rriers. 
he nantes, the largest group of air carriers under the jurisdiction of the 
Board consists of more than 2,000 small carriers who operate aircraft of less 
than 12,500 pounds gross, and who have recently been authorized by additional 
grant of anthority from the Board to operate on a regular and frequent basis 
ween most points. 
Mow, Mr. Chetenes these are facts and events of Board history to which I 
have been a personal witness and [ can say with all sincerity that to my knowl- 
edge no prejudice against small business has crept into decisions and policies 
of the Civil Aeronautics Board. And any assumption that this Board has had 
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any prejudice against small business is at least without support in the Board’s 
history. 


PERMANENT AUTHORITY FOR LIMITED, UNSUBSIDIZED COACH-TYPE ROUTE SERVICE 


Che committee recommended in 1951 that the Board should issue a regulation 
which would establish a procedure for existing and new irregular carriers to file 
for permanent authority to operate an unsubsidized route type coach service 
without regard to regularity, but limited as to the total allowable flights. The 
committee contemplated “that these carriers would operate on a far larger scale 
han the negligible operations of the handful of ‘nonskeds’ to which the Board 
hus thus far granted individual exemptions.” 

The Board believes that this recommendation of the committee was adopted 

n substance by the Board by the institution of the Large Irregular Carrier 
Investigation shortly after the committee’s report was issued. That proceeding 
includes applications for permanent or temporary authority (either by way of 
exemption or certificate of public convenience and necessity) filed by all large 
rregular carriers and irregular transport carriers and requesting authority to 
ngage in air transportation which will be “in addition to and supplemental 
to sevices performed by the carriers holding certificates of public convenience 
and necessity.” In its order of January 8, 1952 (Order Serial No. E-6017), the 
Board elaborated upon the scope of the issues in the proceeding in the following 
terms: 

‘The Board’s purpose in this preceeding is to obtain a record on the basis 

which it can determine whether it should authorize, either by exemption or 
certificate of public convenience and necessity, air transportation by the large 
irregular carriers and irregular transport carriers. It is our desire to receive 
evidence upon such issues as (1) whether the Board should establish a new class 
of carriers; (2) whether any such class should be permitted to conduct opera- 
tions in air transportation that may be far greater in scope than those authorized 
under part 291 of the economic regulations; and (3) whether we should issue 
authorizations based on an area, frequency, volume, type of service, or fare 
structure concept. On the other hand, we do not intend that this proceeding will 
include a consideration of proposals for the same authority as is now held 
by the regularly certificated air carriers. Neither is it our purpose that this 
shall be a full fledged aircoach or air freight case. Consequently, we will in this 
proceeding consider only service that is limited or controlled in such a manner 
as to assure that it will be additional and supplemental to the presently certifi- 
eated service and not a mere duplication of such service.” 

Thus the issues in the proceeding include, among others, the question of the 
permanent or temporary authorization of a coach-type service which may be 
regular and far greater in scope than those authorized in part 291, but which 
will also be limited in some manner (i. e., by limitation on number of flights, 
fare, type of service, etc.) “to assure that it will be additional and supplemental 
to the presently certificated service and not a mere duplication of such service.” 
While the Board is unable to predict what its decision upon these issues will be, 
the Board not only has followed the committee’s suggestion that a procedure for 
the filing of such application be established but is actively processing such appli- 
eations in the large irregular carrier investigation. 

The large irregular carrier investigation is not the only avenue, of course, by 
which the irregular air carriers and others may seek permanent authority from 
the Board for operations exceeding those which may be conducted on an irregular 
and infrequent basis under part 291 of the Board’s regulations. The Board has 
always urged that applications for permanent authority for regular operations 
should be filed and processed by the irregular carriers in preference to the 
expansion of operations in violation of the limited operating privileges granted 
to them by the blanket exemption regulation. Some of the carriers have filed 
applications for such authority, and these are being heard as rapidly as they 
can be reached in their regular order on the docket. For example, in the cur- 
rent States-Alaska Service Case, Docket No. 5767, which is now scheduled for 
hearing in July, 6 of the 13 applicants in the proceeding are now or were formerly 
large irregular carriers. 

The committee has also suggested that “in selecting carriers, the Board should 
not consider the matter of past violations of section 292.1 (now pt. 291) which 
resulted from greater regularity or frequency than may have been considered 
allowable at that time.” 

A similar suggestion or request was made by some of the parties to the large 
irregular carrier investigation. It was there moved that the Board direct the 
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examiner to exclude from the proceeding any evidence with respect to violations 
prior to September 21, 1951, the date of the Board’s order instituting the inves- 
tigation. In disposing of these motions the Board held as follows: 

“Under the Board’s decisions in the past and under court decisions, evidence 
of violations of law or regulations by an applicant is relevant in a proceeding 
on an application for operating authority. Such evidence, when received, does 
not necessarily set up a bar to grant of an application, but is to be weighed and 
considered by the regulatory agency in the light of all the circumstances. 

“As we have indicated before,’ the Board has not granted any general amnesty 
under which all past offenses are completely forgiven and forgotten. However, 
the Board will not be prevented from reexamining the entire situation here under 
review by virtue of considering unfavorable as well as favorable evidence with 
respect to particular applicants. Evidence of past violations will be only one 
factor to be considered, and the receipt of such evidence will not require un- 
favorable action on an application. On the contrary, we will grant or deny the 
applications on the basis of all the facts before us.” 

In considering the fitness and ability of an applicant for authority to engage 
in air transportation, the Board is of the opinion that it should take into con- 
sideration the applicant’s record of violations of law. Such evidence, however, 
is not a bar to the grant of authority. Obviously, the Board cannot at this 
time, prior to consideration of all of the evidence in the investigation, either 
predict or commit itself with respect to the weight to be given to evidence of 
violations. 

ALASKA 


With respect to Alaska, the committee recommended that the Board ‘‘should 
act promptly to relieve the hardships it is imposing on Alaska through its 
restriction of flights from the United States.” The committee also stated that 
the Board “should recognize the special need for cargo transportation to Alaska 
and the lack of alternative forms of low-cost passenger service.” 

Over a long period of time the Board has continued to devote attention to the 
requirements for air transportation between Alaska and the States. In 1946, 
the Board certificated an additional carrier to operate to and from Alaska, and 
as a result two major carriers (Pan American and Northwest) thereafter pro- 
vided services to and from the Territory. 

Later, in 1951, at the conclusion of a proceeding in which the air transportation 
needs of the Territory were reassessed, two Alaska air carriers were certificated 
to provide service (Pacific Northern and Alaska Airlines). As a result services 
of four certificated air carriers have been provided to and from the Territory. 
These certifications have resulted in substantial increases in capacity offered to 
and from Alaska by the certificated carriers.’ 

For the 12 months ended September 30, 1952, the revenue load factor of the 
certificated carriers was in the vicinity of 60 percent. It is anticipated that 
the capacity offered by these carriers will continue to expand in the future 
as traffic demands. For example, the addition in May 1953, of two DC-4 aircraft 
to the fleet of Pacific Northern should permit that carrier to increase available 
eapacity out of Seattle by approximately 2,700 tons on an annual basis, 


8 Hawaiian Intraterritorial Service (10 C. A. B. 62 (1948)); Arizona-New Mexico Case 
(9 C. A. B. 85 (1948)); WOKO, Inc, y. Federal Communications Commission (153 F. 2d 
623 (1946)). 

¢ Air Transport Associates, Inc., (opinion denying petition for reconsideration, Order 
Serial No. E-5877, decided November 20, 1951). 

5 The extent of such increase is indicated by the following figures: 
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In connection with the volume of service to Alaska, the committee may be 
nterested to know that Alaska is receiving 40 round-trip schedules per week 
er 100,000 population, as compared to only 9 for Hawaii per 100,000 popula- 
on, and 4 for Puerto Rico. These operations to Alaska are supported by ar 
nnual payment of $4,000,000 in subsidy which the Board has directed in its 
mail-rate orders. 

In addition to the services provided by certificated carriers, the current au- 
horization of approximately 60 large irregular and irregular transport carriers 
permit the operation of flights to and from the Territory. A recent survey 
ndieates that only a small percent of these carriers are utilizing their authority 
to operate between Alaska and the States. As a consequence, there would ap- 
pear to be sufficient carrier authorizations presently outstanding to permit 
neeting both the passenger and cargo air transportation requirements of the 
rerritory. 

The shortages in air cargo transportation to and from Alaska which have 
at times arisen in the past, appear to have resulted basically from inadequacies 
and stoppages in surface transportation. These shortages have arisen during 
periods of shipping strikes, when the air transportation facilities were required 
to transport cargo which normally would move by surface means. During 
such periods the Board has obtained detailed reports and has kept in close 
touch with the backlog situation so as to be in a position to take any emer- 
gency remedial action that might be necessary, such as the issuance of special 
exemptions to certain carriers as was done during the course of the shipping 
strike that began in September of 1948. 

The inauguration during 1952 of barge services by Ocean Van Lines and 
\laska Freight Lines operating to and from Alaska has had a substantial effect 
upon the movement of cargo to the Territory. These carriers utilize large sealed 
containers placed aboard ship, which containers are transported by rail or truck 
after reaching Alaska. The rate of 6 cents per pound published by these car- 
riers is much lower than the average air cargo rate of 17 cents per pound. 
Although the barge service has been in operation only a short time, its in- 
fluence has already been felt in the reduction of pressure on the available air 
capacity. As a result air cargo facilities to and from. Alaska have reached 
a point where space seems to be no longer a problem. 

The Board has recently initiated proceedings concerning changes in certifi- 
cated carrier operations to and from Alaska. These proceedings are necessary 
because the certificates of most of the United States-Alaska carriers are tem- 
porary and will expire in December 1953. The public hearings in these cases 
will take into account current and prospective demands for transportation to 
the Territory. In acting upon the applications of both the certificated and the 
irregular carriers which are contained in this proceeding, the Board will give 
full consideration to the needs of the Territory for adequate air transportation 
services. 


LEGISLATION CONCERNING SEPARATION OF MAIL PAY AND SUBSIDY 


The committee also recommended the “immediate enactment of legislation to 
separate airline subsidies from compenastion for the cost of carrying air mail.” 

Both since and before the committee’s report in July 1951 the Board has 
supported the enactment of separation legislation. In addition the Board has 
completed an administrative separation of mail pay and subsidy. The first 
administrative separation of subsidy from total mail payments for domestic 
air carriers was published by the Board in its report of September 28, 1951, 
and a second report, covering international, overseas, and Territorial operations 
was released in July 1952. Until legislation is enacted the Board will continue 
its program for the administrative identification of service mail pay and subsidy. 


LOW-COST AIR TRANSPORTATION 


The 1951 report of the committee also concluded that the Board should re- 
examine its approach to mass low-cost air transportation. 

Although great progress has been made in a number of areas toward the at- 
tainment of this objective of low-cost air transportation, the principal develop- 
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ment has been in the air coach field. The Board has attempted to promote the 
development by encouraging the widest possible extension of high density coach 
services; it is our belief that in all probability coach service will become the 
standard service of the Nation in the not too distant future. Since our last 
appearance here 2 years ago, coach services have made tremendous advances, 
and they now account for 17 percent of the total passenger-miles flown by the 
domestic air carriers. 

When coach services were first introduced by the certificated carriers about 5 
years ago, the Board believed that authority to conduct unlimited coach op- 
erations should be withheld until economic data and experience based on actual 
operations would demonstrate their value. The experiment obviously held 
much promise for the future, but the Board felt it had a responsibility to move 
cautiously lest coach fares might have the effect of diverting traffic from first- 
class traffic to such an extent as to destroy the fare structure of the industry and 
thereby greatly increase the dependence of the carriers upon subsidy payments 
at the expense of the taxpayers. The period of experimentation ended on 
December 6, 1951, when the Board issued a statement of its coach policy for the 
certificated domestic carriers—a policy which it has followed without significant 
change since that time. In that statement the Board said: 

“It is the Board’s considered opinion that coach operations to date have con- 
clusively demonstrated their economic soundness and that the certificated do- 
mestie carriers should promptly and substantially expand their coach services, 
using aircraft with high passenger-carrying capacity (high-density coach). Of 
particular significance at this time of equipment shortage is that conversion of 
aircraft from the standard seating installations into coach configuration results 
in at least a 25-perceat increase in capacity. 

“It is apparent that the maximum development of civil aviation in the United 
States, as contemplated under the Civil Aeronautics Act, will not be realized 
until such time as air travel is placed within the economic reach of the great 
majority of the traveling public. High-density coach service offers a sound 
means of accomplishing this objective, improving the economic stability of the 
certificated domestic carriers and reducing the dependency of these carriers 
upon Federal subsidy. 

“It is the Board’s firm opinion that the high-density coach service offers maxi- 
mum opportunity to the certificated domestic carriers to provide low-fare air 
transportation at a profit level as high as that which can be obtained from 
standard fare operations using the same aircraft but with fewer seats and free 
meal service. The substantial cost savings which are possible through the full 
exploitation of the carrying capacity of the modern four-engine aircraft types 
make possible substantial reductions in fares for coach services compared with 
first-class services.” 

The initial development of coach service was necessarily limited to the long- 
haul high-density market. It is the Board’s objective, however, which is 
already being attained to a limited extent by the domestic carriers, to make 
coach service available to other principal communities as soon as this can be 
economically accomplished. 

As a result of the increases in coach services, 10 scheduled airlines are now 
operating daily air-coach schedules that serve 50 cities, and accounted for 
2,316,000,000 revenue passenger-miles in 1952. Coach services were also extended 
in May 1952 to the transatlantic services, and 43 percent of all passengers over 
the North Atlantic were carried on the coach schedules. Total traffic carried 
by all transatlantic scheduled carriers increased to 383,000 in 1952, an increase 
of 33 percent. Moreover, during this period of growth of the coach service by 
the certificated carriers, the coach services of the irregular carriers have also 
continued to grow. ‘Their reports to the Board show an increase from 770,000,000 
passenger-miles in 1950 to 1,251,000,000 in 1952, although such reports include 
some military-contract operations in an intermediate amount. Thus, of the total 
domestic passnger-miles flown in 1952 by both the scheduled and irregular car- 
riers, 17 percent were flown on the coach services of the scheduled carriers and 
roughly 9 percent by the irregular carriers. 
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APPENDIX 2 


LAw OFFIces, Josern C. O’MAHONEY, 
Cheyenne, Wyo., May 21, 1953. 
Senator Epwarp J. THYE, 
Senate Office Building, Washington, D. C. 

DearR SENATOR: Robert R. Nathan Associates has just completed an economic 
unalysis of the past, the present, and the future of the air-transportation indus- 

y on behalf of the North American Airline Group with which I am associated. 
It is, to the best of my knowledge, the most comprehensive economic study of 
the industry that has ever been made. I have attached a copy of this study, 
for I know it will be of great interest and assistance to you, to your subcommittee, 
to the Senate Select Committee on Small Business and its staff in assessing the 
wlicies which would be followed with respect to the entry of newcomers in 
omestic trunk-route passenger operations and in other fields. I should also 
like to request that the attached study be made part of the record of the hearings 
of your subcommittee. 

You will recall that the burden of my testimony before your committee was 
that there is a vast potential for the expansion of the air-transport industry 
and that the policy of the Civil Aeronautics Board should be to maintain an open 
door with respect to newcomers. This contention was made on two general 
grounds: 

First, I submitted a memorandum on the legislative history of the act which 
shows that the restrictive policies heretofore followed with respect to new in- 
terests, in general, and with respect to new interests in domestic passenger trunk- 
route air transportation, in particular, have actually been contrary to the pro- 
provisions of the Civil Aeronautics Act and to the manner in which the Congress 
intended that act to be administered. In its 1951 report on the role of irregular 
carriers, the Senate Small Business Committee concluded that these policies 
were contrary to the intent of the act. The legislative analysis which I sub- 
mitted reinforces the conclusion previously reached by the Small Business Com- 
mittee, and in fact shows that the administrative misconception of the intent 
of Congress is of far greater proportions than was realized when the last com- 
mittee report was issued. 

Second, I presented various charts, mainly based on the Board’s own official 
data, to show that the Board’s failure (in part) to grant certificates of con- 
venience and necessity or other appropriate authority to any new carriers for 
domestic trunk-route passenger service was not only without convincing eco- 
nomic justification but directly contrary to the manifest demands of the eco- 
nomics of the industry in the best interests of maximum expansion of a sound 
self-supporting air-transport system.’ The enclosed study proves the correct- 
ness of these conclusions and discloses clearly that continued adherence by the 
Board to such restrictive policies in the future would be even more insupportable. 

A check which I have had made of tax payments by the North American Group 
since My appearance before the committee shows that for the years 1950 through 
1952 income-tax payments made by: this group amounted to $697,588.71, and that 
the transportation tax paid during the same period was in excess of $5 million. 
The economic analysis I now place in your hands demonstrates that, in the light 
of the vast existing potential for the expansion of the air-transport industry, 
it would be against the public interest and against the interest of the Govern- 
ment itself to have an efficient transportation agency like the North American 
Group driven from the field of air transportation because of administrative 
misunderstandings. 

Sincerely yours, 


I 


Joserpu C. O’MAanHOoNKY. 
REPORT ON THE OUTLOOK FOR DOMESTIC AIR PASSENGER TRAVEL 


(Prepared By Robert R. Nathan Associates, Inc., Under the Direct Supervision 
of Robert R. Nathan, for the: North American Airlines Group) 





1 Charts referred to appear with Senator O’Mahoney’s testimony. 
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SUMMARY OF FINDINGS 


This economic exhibit, prepared at the request of North American Airlines, 
deals with three basic questions : 

(1) What is the outlook for the growth of domestic trunk air travel in the 
United States? 

(2) What is the need for and the future of air coach services in domestic 
trunk air traffic? 

(3) What would be the impact of North American’s proposals to fly seven 
selected routes on the traffic of other carriers flying those routes? 

The findings are outlined below. 

1. Domestic trunk air passenger traffic in the United States is expected to 
increase from approximately 13 billion revenue passenger miles in 1952 to 17.5 
billion in 1955, 20.3 billion in 1957, 26.4 billion in 1960 and 52.8 billion revenue 
passenger miles in 1975. As compared with 1952, these would comprise increases 
of 35 percent in 1955, 56 percent in 1957, 103 percent in 1960 and 306 percent 
in 1975. 

2.As regards the need for and the future of air coach services, this exhibit 
finds that: 

(a) Existing air coach services, despite rapid growth in the postwar 
period, are decidedly inadequate at the present time to meet existing needs; 

(b) Domestic air coach has great potentials for future growth which far 
exceed those of first class air travel and those of other public carrier travel 
modes ; 

(c) The full realization of the great potential for air coach travel is of 
vital importance to the needs of our commerce, to the development of a 
sound, economic and efficient air transportation system at reasonable prices, 
and to the national defense ; 

(d) The full development of domestic air coach travel cannot and should 
not be reserved to the presently certificated carriers; and 

(e) The development of domestic air coach to date has benefited the cer- 
tificated carriers, and its further development in future will continue to 
benefit them. 

3. Total revenue passenger traffic on the seven routes proposed by North Ameri- 
can Airlines is expected to increase from approximately 3.5 billion in 1952 to 5.5 
billion in 1955, 7 billion in 1957, 9.8 billion in 1960 and 16.7 billion in 1975. 

The North American proposals would involve an increase of approximately 
658 million revenue passenger miles in 1955 and an increase of approximately 
740 million revenue passenger miles in 1957 and the following years, in com- 
parison with actual carriage by North American on comparable routes in 1952. 

The proposed increases by North American Airlines would not cut into the 


fo atts ct RI 


1 mel dei Et Cath iR alti 





FUTURE OF IRREGULAR AIRLINES oO 


existing traffic of other carriers flying these routes. The proposals would in- 

lve a participation by North American Airlines of approximately 33 percent 
in the increase of 2 billion revenue: passenger miles anticipated in traffic on 
these routes in 1955; of 21 percent in the increase in traffic of 3.5 billion 
revenue passenger niles expected in 1957; of 12 percent in the 6.3 billion 

venue passenger mile increase expected in 1960; and of less than 6 per- 
cent in the 13.2 billion revenue passenger mile increase expected by 1975. 

The passenger traffic of other carriers serving these routes would increase 
under the North American proposals, from 3.3 billion revenue passenger miles in 
1952 to 4.6 billion in 1955, 6 billion in 1957, 8.8 billion in 1960 and 15.7 billion 
revenue passenger miles in 1975. At these levels, they would constitute the 
following increases over their traffic in 1952: in 1955, 42 percent; in 1957, 
s6 percent; in 1960, 170 percent; and in 1975, 382 percent. 

This evaluation of the anticipated impact of the North American Airlines’ 
proposals on the traffic of other carriers is based on the assumption that the 
competitive response by these carriers to the introduction by North American 

a three-cent air-coach mile on these routes would be of a relatively lim- 
ted character. Should the competitive response by other carriers to North 
American’s 3-cent mile be more marked, the estimates of forward traffic indi- 
cated above for the proposed routes would have to be revised sharply upward, 
and the indicated participation by North American Airlines in the increases 
expected in traffic on these routes would be correspondingly reduced. 


I. INTRODUCTION 


A few selected quotations from an authoritative and objective source are 
presented below as background and setting for the materials presented in this 
exhibit. The quotations are from chapter 10, on consumer transportation, Amer- 
ica’s Needs and Resources, by J. Frederic Dewhurst and Associates, A Twentieth 
Century Fund Survey, 1947. [The italics are added.] 


(a) On looking ahead in transportation 


“In order to look ahead in transportation, it is helpful to look backward at 
the astonishing record of the past—to recall, for example, the stir created in 
i901 because an automobile was driven all the way from Detroit to New York 
in 7% days. There were then only 15,000 motor vehicles in the United States. 
And it was still more recently that the Wright brothers finally succeeded in 
getting off the ground, if not for long, in an airplane. 

“Today, with millions of automobiles and trucks on the highways and planes 
traveling at unbelievable speeds to the farthest parts of the earth, it requires 
some power of imagination even to visualize the past, let alone the future. 
With all the progress thus far achieved, it would be unthinkable to assume that 
the days of pioneering are over—that the coming years in transportation will be 
less: spectacular than those which saw the first auto and the first plane. Indeed, 
the developments promised for the future are more in the nature of votes of 
confidence in American production and inventive genius than statistical 
caleulations. * * * 

“Despite these difficulties of forecasting, there seems little doubt that the 
postwar period will witness a vast expansion and improvement of the transpor- 
tation system, and a very substantial increase in total travel, both domestic 
and foreign. Air transportation will become a major segment of the transport 
system. What were the consumer's wartime dreams can and will become peace- 
time realities: The family plane, a weekend in London, new and different auto- 
motive designs, lighter and faster train travel, cheaper, faster, and safer travel 
everywhere. The future will reaffirm, and also revise, the well-established Amer- 
ican reputation: a nation on wheels, and now, too, a nation on the wing. 

“History provides many examples of the difficulties of prediction in the field 
of transportation, and of hesitation to concede the possibilities of the future. In 
1909, one of the deterrents to automobile ownership was thought to be the 
fact that every motorist would have to keep his car in a costly ‘automobile 
house’ equipped with complete repair facilities, drainage pits, washing ap- 
paratus and turntable.” Many persons refused to risk their lives in these new- 
fangled gasoline contraptions. It was widely conceded to be ‘nothing less than 
feeblemindedness to expect anything to come of the horseless carriage move- 


?H. P. Maxim, Horseless Carriage Days, Harper & Bros., New York, 1937, p. 103. 
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ment.’* As late as 1912, the proposal for a 50,000-mile national system of high- 
ways was attacked as a frivolous expenditure of public funds ‘for the benefit of 
a few wealthy pleasure seekers.’ 

“It should be understood in the first place that these highways are intended 
for * * * automobile touring traffic, since for long-distance freight transpor- 
tation it is impossible for haulage over any road surface to compete with the 
low cost of hauling on a railway.* 

“The steam locomotive fared little better at the hands of the prophets, par- 
tially because they thought man would be unable to endure its speed. And as 
early as 1905 it was thought of the airplane ‘that the limits of success have 
been reached with this type of flying machine.’ * 

“Lack of imagination has characterized most pronouncements concerning the 
future of transportation, but even accurate forecasts of future changes were 
met with universal incredulity. At best, then, there is the difficult choice of 
being considered feebleminded now or later. Nevertheless, transportation history 
has repeated itself often enough to furnish the crystal gazer with something to 
look into, even though past experience warns against prognostications.” 


(b) On air transport growth and diversion 


“Much of the speculation concerning air transportation has been in terms of the 
extent to which the plane will compete for the traffic now carried by other media. 
Transportation history demonstrates, however, that the most spectacular result 
of every new method of transportation has been, not the shift of traffic from 
existing facilities but the new mobility that the innovation made possible. The 
importance of the steam railroad was not in its superseding the canal; nor was 
the automobile significant because it embarrassed the horse. The airplane will 
be no exception to the rule, for, while it will assume a large volume of the traffic 
now moving by land and water carriers, its importance will lie primarily in the 
expanded travel and traffic which its speed and cost advantages will make 
possible.” 

“Air transport * * * will create a tremendous volume of new traffic because 
its speed and economy will make feasible trips not otherwise possible. Mass 
production of planes and technological advances will bring reductions in air 
freight rates and passenger fares. 

“As for rates, technological improvements and new possibilities in design and 
operation, still to be exploited, promise very considerable economies. New com- 
petitive forces in transportation can easily bring lowered costs and improved 
service at reduced charges to the consumer, provided that public policies are 
dedicated to this end.” 


(c) On speed, service, and cost in transportation growth 


“Every major new method of transportation has succeeded to a large degree 
because it offered better, faster service. The railroads superseded water trans- 
port on competitive routes wherever speed was a factor in delivery. Despite 
higher costs, trucks compete successfully with rail transport in part because of 
the time savings involved; a vital advantage of air transport is its tremendous 
saving of time. The inherent speed advantages of the several methods of trans- 
portation, however, are often overcome by terminal delays as well as inadequate 
line facilities. In some cities the rush-hour speed of motor vehicle travel today 
is as low as 5 to 7 miles per hour, actually less than the pace of the horse 
and buggy; and the speed of the airplane is often nullified by the remote location 
of the airport and lack of adequate surface transport. Full development of 
transportation in the future must remedy these conditions by providing the 
swiftest possible service commensurate with safety, from point of origin to final 
destination. 

“Much progress can be made in lowering the cost of all types of passenger 
transportation in the future. The original cost of automobiles and their opera- 
tion is excessive for the type of short-run local service in congested centers which 
is a principal function of the automobile. Lower rates for rail service might be 
achieved by numerous methods, including the use of diesel power and lightweight 
equipment, consolidation of railroad facilities and financial reorganization. Air 
cargo and passenger rates will also be reduced considerably below present levels 
as the industry continues toward a mass production basis. The future volume 
of all passenger transportation depends largely upon the extent to which reduc- 


2 Motor, Mav 1909, p. 33. 
* Editorial, Engineering News-Record, May 16, 1912, p. 937. 
* Motor, October 1905, p. 37. 
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tions in rates and improvement in service can be provided to attract the 
nsumer.” 


II. MEASURING AMERICA’S FUTURE GROWTH IN DOMESTIC AIRLINE PASSENGER 
TRAFFIC 


General considerations 


(a) Any attempt to measure future growth in domestic airline passenger 
travel must first consider the prospects for the entire intercity travel field, both 

blie and private, in broad perspective. 

(b) The next question relates to the proportion of this intercity traveling 
which will be carried by the various public travel modes—by air, rail, and bus. 

(c) Projections of total intercity traffic, by private carrier and by the public 

irrier travel modes in the future, must necessarily be based not only on what 
has happened in the past, but also on an understanding of why those things 
have happened. 

(d) Past trends and relationships can best be examined, and with least danger 

f serious error, if a sufficiently long span of years is covered by the study to 
tain a genuine perspective. 

(e) Projections of future travel, to be useful for policy making purposes, must 
not be confined to the year or two immediately ahead, but should project inter- 

ediate and long run prospects as well. 

(f) Projections of future travel on specific routes or route segments must 
rest not only on projections made for nationwide travel by the carrier mode in 
question, but also on special factors and circumstances peculiar to each route. 

(9) Projections of future travel must clearly stipulate the assumptions upon 
which they rest. 


», Major assumptions implicit in the traffic projections made in this exhibit are: 


(a) Existing international relations will remain strained, but that no major 
war will develop. 

(b) Industrial and business activity in the United States, while subject to 
yclical variations, will not fall into a major depression, and will be characterized 
generally by persistent growth. 

(c) Technological developments in air transport will continue at rates com- 
parable to those which have prevailed in the past. 

(d) Airport development will keep pace with domestic air traffic growth, 
and will not hamper its development. 

(e) Legislation affecting air transport development and the administrative 
policies and practices of the regulatory agencies will be such as to permit the 
effective realization of existing growth potentials in domestic air transport. 

(f) Specific assumptions with respect to population growth, gross national 
product, ete., are defined in the course of the exhibit as they become pertinent 
to the material offered. 


3. The intercity passenger travel picture 1980-52 in perspective 


In order to examine the intercity passenger traffic picture, both public and 
private, in broad perspective, it is necessary first to construct that picture from 
its several major components, private passenger car, rail, bus, and commercial 
air transport. Private plane traffic and inland waterway traffic will not be 
included in this picture, since they constitute relatively minor detail. Further, 
to obtain a more significant intercity travel picture, commutation or suburban 
travel will be excluded from the figures on passenger car, rail, bus, and air 
travel, to the extent permitted by the data. 

(a) Auto trafic—Data on domestic intercity passenger miles traveled by 
passenger cars in trips of 50 miles and over during the period 1930-52 are set 
forth in table 1, and are illustrated in chart 1. Beginning with almost 68 
billion passenger miles in 1930, passenger car traffic declined appreciably in the 
depression years, reaching a low of little more than 57 billion passenger miles in 
1933. From this point growth was steady, until it reached a level of almost 
100 billion passenger miles in 1941. Due to wartime restrictions on gasoline 
and automobile tires, automobile intercity traffic declined sharply, reaching a 
low of 53 billion passenger miles in 1948. By 1946, the prewar level had been 
virtually regained. Passenger miles traveled increased steadily thereafter, 
reaching a level of almost 150 billion in 1952. 

(b) Rail trafic_—Data on domestic intercity revenue passenger-miles traveled 
by class I steam railways (excluding commuter travel) during the period 1930- 
52 are shown in table 2 and are illustrated in chart 2. From a total of more 
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than 20 billion revenue passenger-miles in 1930, traffic declined sharply, as a 

result of the depression, to less than 12 billion revenue passenger-miles in 1932. 

It rose to more than 20.5 billion by 1937, declined seriously in 1938, and increased 
steadily thereafter, exceeding 25 billion revenue passenger-miles in 1941, 

With the war, railway travel increased remarkably, reaching a peak of more 
than 90 billion revenue passenger-miles in 1944. From this peak, railway traffic 
declined enormously through 1950, when it fell below 27 billion revenue pas- 
senger-miles. Recovery in 1951 and 1952 brought railway traffic just-shert of 
30 billion revenue passenger-miles. 

Chart 2 illustrates the broadly similar reactions of first-class and coach traffic 
within these totals. 

(c) Bus traffic—Data on domestic intercity revenue passenger-miles traveled 
by buses (excluding solely suburban travel) are shown for the period 1930-52 
in table 3, and illustrated in chart 3. Passenger-miles traveled by bus declined 
only slightly from 1930 to the low point in 1932. Growth thereafter was 
steady, except for a sharp drop from 1937 to 1938, rising from somewhat over 
6 billion revenue passenger-miles in 1932 to 14 billion revenue passenger-miles 
in 1941. Traffic increased sharply during the war years, rising to almost 28 
billion revenue passenger-miles in 19438. Since that wartime peak, bus travel 
has declined steadily, falling to 21.3 billion revenue passenger-miles in 1950 
and to an estimated 20.6 billion revenue passenger-miles in 1952. 

(d) Air trafic—Data on air passenger travel for the period 1930-52 are 
presented in tables 4, 5, 6, and 7, and illustrated in the correspondingly numbered 
charts. Table 4 shows the revenue passenger-mile data for the certificated air- 
lines in all categories of travel—domestic trunk (first-class and cdach), local 
and international. Table 5 shows the data for irregular airlines, divided between 
domestic and international. Table 6 shows the combined data for both certifi- 
cated and irregular airlines, divided between domestic and international. Table 
7 shows the total domestic trunk air travel for both certificated and irregular 
earriers. It shows first-class and coach travel as well. 

Total domestic trunk-airline traffic has shown an increase year after year 
throughout the period 1930-52 with the sole exceptions of 1936 to 1937 and 1947 
to 1948. Chart 7 illustrates this growth. Because of the tremendous varia- 
tion in the mileage figures between the beginning of the period and its end, the 
rate of growth from 1930 to the war period, as shown on the chart, seems to have 
been exceedingly moderate. However, actual growth, from 85 million revenue 
passenger-miles in 1930 to 1,052 million in 1940, involved a twelvefold expansion 
in 10 years. 

The rate of acceleration seems to have increased sharply form 1944 to 1946, 
at which point an apparent plateau was established through 1948 at around the 
6 billion revenue passenger-mile level. In 1948 an upward growth movement 
very similar to that which prevailed prior to 1946 seems to have been regained. 
Chart 7 also illustrates how much of the growth since 1948 has been due to 
air-ceach travel both by certificated and irregular carriers. 

Chart 7a presents exactly the same data from table 7 as does chart 7. The-data 
in chart 7a, however, are plotted on semilogarithmic paper, the effect of which is 
to illustrate much more realistically the actual rate of growth in domestic trunk- 
airline traffic in the early years prior to the war. Irrespective of the mode of 
presentation, however, both charts 7 and 7a demonstrate quite clearly that the 
traffic plateau from 1946 to 1948 constituted a definite deviation from the long- 
term trend. There appears to be very little difference between the rate of growth 
in the post-Korean period as compared with the rate of growth prevalent in airline 
domestic trunk traffic throughout the period 1930-52. 

(e) Combined intercity trafiic— 

Table 8, a summary table, shows the combined intercity passenger miles for 
trips of 50 miles and over for the period 1930-52, in total and by type of carrier. 
The data are also illustrated in chart 8, on semilogarithmic paper. 

Total intercity passenger-miles declined during the depression from over 90 
billion in 1930 to slightly less than 76 billion in 1932. From this point traffic 
rose steadily, with an interruption only from 1937 toe 1938, until it reached a devel 
of over 140 billion passenger-miles in 1941. Intercity passenger traffic increased 

sharply during the war, rising to a peak of 183 billion passenger-miles in 1945. 
In 1946, the first postwar year, the total increased to somewhat more than 190 
billion passenger-miles. From this point, intercity passenger traffic declined to 
less than 174 billion passenger-miles in 1948. At that time the upward curve was 
resumed, and the figures rise steadily until they exceed 212 billion passenger- 
miles in 1952, an all-time high, 
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Table 8 and chart 8 show breakdowns by mode of travel for the same period. 
Total publie carrier traffic declined sharply from over 27 billion revenue passen- 
ger-miles in 1930 to a low of 18.4 billion revenue passenger-miles in 1932. After 
a 1937 peak of 33.7 billion, a slowing up tock place. By 1941, however, a total of 
almost 41 billion revenue passenger-miles had been achieved. With the wartime 
decrease in travel by private passenger car, public-carrier traffic rose very sharply, 
reaching a level in excess of 119 billion revenue passenger-miles in 1944. This 
dropped to approximately 91 billion revenue passenger-miles in 1946 and to 
somewhat less than 70 billion revenue papsenger-miles in 1947. Succeeding years 
saw first a leveling out and then a further decline in public-carrier transport as 
automobile traffic continued to rise sharply from its wartime low and public 
carriers carried less than 57 billion revenue passenger-miles in 1950. There has 
been a moderate recovery since that time to a level of something over 63 billion 
revenue passenger-miles in 1952. This is far below the war and immediate post- 
war levels, but is half again above the 1941 figure. 

In contrast to the total intercity, the total public carrier, the passenger car, the 
rail and the bus traffic, it is worth noting that domestic trunk air traffic has in- 
creased almost without interruption in every year since 1930. From only 85 
million revenue passenger-miles in 1930, domestic air traffic rose to 13 billion 
revenue passenger-miles in 1952, a rise of more than one-hundred and fifty-fold. 
From 1930 to 1940, air traffic multiplied more than 12 times. From 1940 to 1950, 
it increased more than eight-fold. From 1950 to 1952, it increased over 50 
percent. This increase during the post-Korea period, as has already been pointed 
out, is very much in line with the pattern of air-passenger-traffic growth from 
1930 on, 

Chart 8 shows plainly that the trend of total intercity passenger traffic in 
the postwar years is steadily upward. The same is true for automobile traffic. 
The postwar adjustment in total public-carrier traffic appears to have been 
achieved by 1950, and it would seem from the chart that total public-carrier 
traffic in 1951 and 1952 resumed its long-time upward trend. It is more difficult 
to interpret the curves showing rail and bus traffic. The postwar adjustment 
in rail traffic seems to have been completed by 1950. However, the leveling 
off in rail traffic from 1951 toe 1952 raises serious questions as to the future 
course of rail passenger traffic. A similar question seems to be raised with 
respect to bus traffic. It may be that a long-term secular trend has set in which 
would suggest stability or moderate declines in total bus traffic in future. Of 
the public carriers, only air shows clearly, definitely, and unmistakably a sharp 
and persistent growth pattern and outlook. 


|. Analyzing intercity passenger-traffic data 

The percentage distributions of intercity passenger traffic as between passenger 
cars and public carriers, and within the public carrier sector, are shown in table 
9 and illustrated in chart 9. 

(a) Auto.—Between 1930 and 1941, intercity passenger-miles carried by pas- 
senger cars on trips in excess of 50 miles:comprised roughly from 70 to 75 percent 
of total intercity passenger mileage on trips of that distance or over. Owing to 
wartime restrictions, the percentage of total intercity passenger traffic moving 
by private passenger car dropped sharply to less than 32 percent in 1944. Since 
that time the percentage of total carried in passenger cars has increased steadily, 
reaching the 70-percent level in 1952. Since 1950, however, the year-by-year 
change in the percentage of passenger traffic carried by passenger cars has in- 
creased but slightly, and it would appear that the current proportion is in line 
with the historical level. 

(bv) Public carriers in relation to total.—The percentage of total intercity 
passenger traffic carried by rail, bus, and air combined decreased from about 
30 percent in 1930 to about 24 percent at the bottom of the depression, as a 
larger percent of total traffic was carried by passenger car. A real rise in 
participation by public carriers was achieved by 1937, when the proportion was 
close to 31 percent. It declined, however, thereafter, stabilizing at around 27 
percent of total, until limitations on automobile travel during the war years 
increased public-carrier participation in total intercity traffic to the remarkable 
level of 68.3 percent in 1944. The postwar readjustment in the percentage of 
total intercity passenger traffic carried by public carrier was begun in 1945. 
By 1950, the participation of public carriers had declined to 31 percent. Partici- 
pation in 1951 and 1952 appears to have stabilized at around 30 percent. 

Perhaps the most significant question in the total intercity passenger-traffic 
picture of the future concerns the future relationship between passenger-car 
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and public-carrier traffic. Will the percentage of total intercity traffic carried by 
passenger cars continue to increase? Will the percentage of total intercity 
passenger traffic carried by public carriers level off at around 380 percent of 
total or will it continue to decline slowly in the future? If it does decline, will 
increases in total intercity passenger-miles traveled be large enough to offset 
smaller percentage participation by rail and bus? Because of the magnitudes of 
automobile trafiic, these questions have a profound significance for the future of 
total public-carrier traffic. 

(c) Rail—From 1932 to 1941, the percentage of total intercity passenger 
traffic carried by railroads fluctuated between 15 and 19 percent. In the war 
years, this increased very sharply to a peak of over 50 percent. The decline in 
railroad participation in total intercity passenger traffic in the postwar years 
was equally sharp. By 1950 it had fallen somewhat below 15 percent. In 1951 
and 1952 further, though moderate, declines occurred. It would seem that the 
long-term trend for railway passenger traffic as a percentage of total intercity 
passenger traffic is downward. 

(d) Bus.—The percentage participation of intercity bus travel in total inter- 
city passenger travel ranged between 8 and 12 percent of total in the decade prior 
to the war. The trend seems to have been slowly upward during that time. 
Between 1938 and 1941, the percentage participation of bus in total intercity 
travel seems to have leveled off at around 10 percent of total. During the war 
years, bus participation in total intercity passenger traffic increased sharply 
to almost 17 percent. Since that time, the decline has been steady, falling to 
slightly below 10 percent in 1952. The percentage participation curve has not 
yet shown signs of leveling off, and it would appear that here, too, the long- 
term trend in the future may be downward. 

Of course, it is possible for absolute rail or bus mileage even to increase 
somewhat, while their percentaze participation in total traffic carried remains 
downward. 

(e) Air—In marked contrast to rail and bus, the participation of air in 
total intercity traffic shows a continuous and remarkable increase. Beginning 
with one-tenth of 1 percent of total intercity traffic participation in 1930, air 
passenger travel by 1941 had increased tenfold, accounting for 1 percent of the 
total in that year. By 1949, participation had increased to 4 percent. Since 
that time it has increased to 6.1 percent of total intercity passenger travel. It 
is thus plain that while the participation of rail and bus in total intercity pas- 
senger traffic ayyppears to be downward, and while considerable doubt attends the 
degree of participation of all public carriers in total intercity passenger traffic, 
there can be no such doubt as to the continuing increase in participation in total 
intercity passenger traffic by the airlines. The only question is how far that 
increase in participation will go, and how fast. 

(f) Public carriers, internal.—The relationship between the growth of air 
travel and that of rail and bus is brought out even more sharply in table 10. In 
this table rail, bus, and air passenger traffic are shown as percentages of total 
passenger traffic by public carriers. These data are also illustrated in chart 10. 

In 1930, rail accounted for nearly three-quarters of the combined rail, bus, and 
air intercity passenger traffic. Bus accounted for slightly over one-quarter. 
Air participation was virtually negligible. By 1939-40, the participation of 
rail in the combined public-carrier picture had been reduced to about three-fifths. 
The participation of bus in the total had increased to well over one-third. Air 
participation was still around 2 to 3 percent. The war seriously distorted 
this picture, bringing rail participation to the three-quarters mark and reducing 
bus to less than one-quarter. Since 1949, however, rail has accounted for less 
than half of the combined public-carrier passenger traffic. Bus participation 
has fallen somewhat below one-third. Air participation has increased remark- 
ably, rising to more than one-fifth of the combined public-carrier picture in 
1952. There can be no question but that future developments within the com- 
bined public-carrier intercity traffic picture will result in a further decline in 
participation by both rail and bus, and further sharp and striking increases 
in the participation of air. 


5. Population and gross national product 


(a) As factors in intercity passenger travel.—Of all the factors affecting the 
future course of intercity passenger travel in the United States, the two most 
important are unquestionably the growth of population and the general level 
of business activity. Table 11 presents the basic data on population and the 
gross national product for the period 1930 through 1952. Chart 11 shows popula- 
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tion and gross national product (in 1951 dollars) for the period 1930-52, and 
total intercity passenger-miles as well. 

The gross national product is to be understood as representing the sum total 
of all the goods and services produced in the United States, expressed in dollar 
terms. Data on gross national product are shown in table 11 in two series—one 
in current dollars and the other in dollars of constant purchasing power at 
1951 prices. 

In this connection it may be noted that it is the constant purchasing power 
gross national product series which is more significant for the present analysis. 
franslation of the current dollar figures into dollars of constant purchasing power 
provides a real measure of the changes from year to year in the total output of 
goods and services in the economy. 

Population of the United States increased from some 123 millions in 1930 to 
approximately 157 millions in 1952. The gross national product expressed in 
constant 1951 dollars—the real gross national product—more than doubled during 
the same period, increasing from 152 billions of dollars to 336 billions of dollars. 

Clearly, intercity passenger travel correlates much more closely with gross 
national product than it does with population growth. The growth in gross 
national product and in total intercity passenger-miles far outstrip the growth 
in total population. This is because the gross national product is the result not 
only of population changes but also of changes in the productivity of that popula- 
tion. As the productivity of the labor force increases, the gross national product 
will go up, even though population remains constant. When population increases 
are accompanied by increases in productivity, the rate of growth of the gross 
national product is accelerated. At the same time, increases in the total output 
of goods and services raise the general standard of living. Our experience in 
the United States has demonstrated that increases in the total output of the 
economy tend to be accompanied by a better distribution of income, raising the 
standard of living of the great mass of the population and enabling them to 
enjoy more of the comforts and conveniences of daily life. This is reflected in 
more travel per capita. 

(b) Intercity miles per capita and per wnit of gross national product.— 

The relationship between total intercity passenger-miles and population, on 
the one hand, and gross national product, on the other, is demonstrated in Table 
12, and illustrated in chart 12. 

Table 12 and chart 12 show that intercity passenger-miles per capita have 
almost doubled during the period 1930-52. The correlation between intercity 
passenger traffic and the gross national product is quite remarkable. Intercity 
passenger-miles per thousand dollars of real gross national product has been 
significantly constant. This means that per capita intercity travel rises with per 
capita production. 

Through the entire 23-year period, and including the war years, intercity 
passenger miles per thousand dollars of constant GNP never fell below 552 and 
never went above 699. Excluding the war years and their distortions, the range 
has been between 592 miles and 648 miles per thousand dollars of constant GNP— 
a maximum variation of less than 5 percent from the 18-year average of 621 
miles. This demonstrates that projections of total intercity passenger traffic in 
the future must be related to projections of gross national product. 

(c) Rail, bus, and air in relation to population and gross national product.— 

Table 13 shows intercity revenue passenger-miles per thousand dollars of con- 
stant gross national product and per capita for rail, bus, and air, individually and 
in aggregate. These data are illustrated in charts 13 and 13a. 

While total intercity passenger-miles on trips of 50 miles and over (including 
passenger cars) displayed a remarkable correlation through the years with real 
gross national product, revenue passenger-miles have not displayed quite so close 
a correspondence. Chart 13 shows that combined revenue passenger-miles in 
intercity traffic per thousand dollars of constant gross national product dropped 
during the depression years 1930 to 1932, and increased during the period 
1935-37 with improving business conditions. They declined again with the 
recession in 1938. Public-carrier intercity passenger-miles thus tend to increase 
in relation to total intercity traffic with improving business conditions and tend 
to decrease in relation to total intercity traffic when business activity turns 
down. The tremendous increase in the relation of revenue passenger-miles per 
thousand dollars of real gross national product which took place during the war 
years is obviously a marked and abnormal variation from the historic relation- 
ship. This is clearly demonstrated by the almost equally sharp drop which took 
place during the postwar years. 
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The relation of railroad traffic to gross national product follows a very similar 
course. Chart 13 shows, however, that intercity rail miles per thousand constant 
dollars of gross national product seems to have stabilized from 1950 to 1952 at a 
level noticeably lower than that which prevailed prewar. Bus traffic per thousand 
dollars of gross national product did not respond as sharply as did rail to the 
wartime experience. On the other hind, the curve in chart 13 does not indicate 
that bus traffic has yet stabilized in terms of miles per thousand constant dollars 
of gross national product. In marked contrast to both rail and bus traffic in the 
postwar period, however, air mileage per thousand dollars of gross national 
product, after a slight decline from 1947 to 1948, has been steadily and sharply 
upward. 

The data afford no clear indication as to whether total intercity revenue pas- 
senger-miles will stabilize at around 185 miles.per thousand constant dollars of 
gross national product, or whether the trend will be up or down in the future. 
They suggest, however, that rail and bus miles per thousand constant dollars of 
gross national product will tend to be downward in future years. On the other 
hand, it seems altogether clear that the course of air passenger traffic per 
thousand dollars of gross national product will continue to be strongly upward. 

Intercity revenue passenger-miles per capita are illustrated in chart l3a. It 
would seem that total intercity revenue passenger-miles per capita will remain 
on a rising trend in the future. It seems doubtful whether rail or bus traffic per 
-apita will match this rise. Rail mileage per capita may be maintained at recent 
levels or tend to decline slowly. There seems to be a tendency for bus traffic 
per capita to continue to decline. Again, it seems obvious that air traffic per 
capita will continue to rise, in accordance with the clear long-time trend. 

6. Further comments on domestic air passenger traffic 

(a) Air passenger traffic is still in an early stage of development.—Despite the 
tremendous growth which has occurred in domestic air passenger traffic over 
the years, it seems clear that air. traffic is still in a relatively early stage of 
development. Domestic trunk revenue passenger-miles, at 13 billion in 1952, 
were still only some 6 percent of total intercity passenger traffic of almost 213 
billion passenger-miles, and less than 21 percent of the combined rail, bus, air 
traffic total of some 63 billion revenue passenger-miles. 

Two factors will operate to increase tremendously future air passenger traffic. 
One is the continued growth which must be anticipated in total intercity pas- 
senger traffic, due to increases in population and in gross national product. The 
second is the growing share of that increasing intercity passenger traffic which 
will go to air. By way of illustration, when total intercity passenger traffic at 
some future date doubles the 1952 volume, reaching a total of some 425 billion 
passenger miles, that would automatically double air traffic, provided air ac- 
counted for only its present 6 percent share in intercity passenger transport. If 
air participuation increased to 9 percent, total air traffic would triple current 
levels ; doubling of air participation would quadruple air traffic; a tripling of air 
participation would bring air to six times its current levels; and soon. Whatever 
the actual outcome, there is no doubt that the volumes of domestic air transport 
hus far achieved represent but the first few minor steps toward an inevitable 
tremendous growth in the future. 

(b) Rates of air growth.—The percentage changes in domestic air passenger 
traffic from year to year for the period 1930 to 1952 are shown in table 14 for 
certificated and irregular carriers, and for first class and coach, as well as for 
all carriers combined. Chart 14 illustrates the percentage change for all carriers 
combined from year to year. 

In retrospect, it is clear that the rate of change in air growth has varied 
very considerably from year to year. In 11 of the 22 years in the 1930-52 series, 
domestic air traffic increased more than 25 percent over that of the preceding 
year. In 7 of the 22 years, the increase was more than 35 percent over that 
of the preceding year. In only 3 of the 22 years was the gain less than 15 
percent over that of the preceding year. In only 2 of the 22 years was there 
a percentage decrease from the level of the preceding year. 

In the 5-year period 1930-34, the peak percentage gain over the previous year 
was 57.2 percent, recorded in 1933. In the 5-year period 1935-39, the peak 
gains were 66.6 percent and 42.3 percent, recorded in 1935 and 1939. In the 
5-year period 1940-1944, the peak gains were 54.8 percent in 1940 and 33.3 percent 
in 1944. In the 5-year period 1945-49, the peak gains were 54.4 percent in 1945 
and 76.7 percent in 1946. These tremendous year-to-year gains in domestic 
air traffic have persistently recurred through the years, through depression, 
prewar, war and postwar. They far exceed the 31.7 percent gain recorded in 
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1951, the post-Korean year, and refute the contention that the gain in air traffic 
which followed the Korean outbreak represents an abnormal growth in air traffic. 
Che years of the lowest percentage increase, or of actual percentage decline 
n domestic air traffic, are 1984, 1987, ,942, 1947, and 1948. It would be just as 
istaken to project the very slight percentage increase from 1946 to 1947 or the 
ery slight decrease from 1947 to 1948 into future years as it would be to project 
the 1934, 1937 and 1942 rates of growth into the years immediately following. 
(c) First class and coach growth.—Reverting again to table 14, the data on 
percentage changes from year to year for first class certificated carriers are 
identical with those for all carriers for the period 1930 through 1947. From 1948 
to 1949, the overall increase in domestic air traffic was 18.9 percent. At the 
same time, the increase in first Class traffic was only 8.4 percent. The balance 
f the overall increase was accounted for by very large gains in certificated 
and irregular coach traffic. From 1949 to 1950, the overall domestic trunk 
nerease was 20.8 percent. The increase in first class certificated traffic, how- 
ever, was only 6.4 percent. The increase in certificated coach travel was phe- 
nomenal, reaching 425 percent. The increase in irregular coach was 62.5 
percent. From 1950 to 1951, certificated first class traffic increased more than 
did certificated coach traffic, the comparable figures being 33.1 percent and 20.1 
percent. In 1952, however, while total domestic trunk increased 17.1 percent, the 
increase in first class certificated traffic was only 6.7 percent, while the increase 
n certificated coach traffic was almost 89 percent and the increase in irregular 
ach was 19 percent. 
It is clear that since 1948, the real dynamics in domestic air traffic growth 
have been in the coach field. 
These data are summarized in the tabulation below : 


Percent increase over preceding year 


! 
All domestic | All certifi- Certificated Certificated 


Irregular 
trunk cated | Ist class coach coach 
1949 Laaunandondinentinie 18.9 | 12.5 8.4 5, 083.3 (*) 
l aeamand . eee’ 20.1 18.4 6.4 424.6 62.5 
1951 ‘ odddb Wheeedede< d 31.7 31.4 33.1 20. 1 35.0 
$008... sétniee livehipo dip imate 40 17.1 16.9 6.7 88.8 19, 2 


1 Not available. 


(d) Air coach in relation to total domestic trunk air.—The relation of air coach 
to total domestic air trunk traffic is shown in table 15. Authoritative data on 
air coach traffic in 1946, 1947 and 1948 are not available. In 1949 domestic air 
coach, certificated and irregular combined, comprised 9 percent of total domestic 
air travel. By 1952, in the short space of 3 years, air coach had grown to 26 
percentiof total air. While in 1949, irregular air coach comprised 5.4 percent of 
total domestic trunk travel, and certificated coach comprised only 3.6 percent 
of that total, by 1952 certificated coach comprised 18.5 percent of total domestic 
trunk air traffic, while irregular coach comprised only 7.6 percent of that total. 
By 1952 certificated coach accounted for more than 70 percent of total air coach. 
7. Factors affecting the relative participation of the various travel modes 

(a) Private passenger car.—It is extremely difficult to forecast whether pri- 
vate passenger traffic in intercity travel will play an increasing, a stable, or a 
decreasing role in total intercity passenger transportation. Low operating costs 
per passenger mile, constantly improving intercity highways and speedways, and 
lengthier vacations and shorter work weeks are among the factors making for 
increased participation. The terrific toll of auto accidents, higher initial costs 
for new equipment, and intracity traffic congestion and parking problems are 
among the factors making for a decrease. As previously indicated, the outcome 
of this question will affect greatly the development of public carrier intercity 
transportation in the future, and the internal composition of that carriage. 

(b) The public carriers —Among the factors affecting the relative participa- 
tion of the various public carrier modes, rail, bus, and air, are competetive fare 
levels, the extension of routes, speed, comfort, the frequency and reliability of 
schedules, safety, and public acceptance and preference. The role of these factors 
is too obvious to require extended comment. Other important factors are the 
elasticity of demand for each mode of travel, the distribution of travelers as 
hetween business and personal travel, the pattern of income distribution, the 
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changing age distribution of the population, and tax, regulatory and other public 
policies. All these and other relevant factors must be taken into consideration 
in any attempt to evaluate or project the future distribution of intercity passenger 
transportation as between the various public carrier travel modes. 

(c) The relation between fares and passenger trafic.——The demand for air 
travel was studied by Dr. Donald 8S. Watson, who, some 7 years ago, tried to 
calculate the elasticity of demand for air travel on the basis of an analysis of air 
traffic performance prior to World War II.’ Watson studied the relationship 
between levels of income, fare levels, and the trend of traveler preference fo 
air traffic; he also analyzed the relationship between rail fares and rail traftie 
and studied the penetration of air into rail travel. He developed a formula 
which indicates that for every 1 percent decrease in average air fares, a 2 percent 
increase in air revenue passenger miles can be expected. This formula is limited 
to a fare range of 3 cents—5.76 cents; further, there would have to be sufficient 
capacity to handle the volume of traffic if the potentials are to be achieved. 

The table below shows the potential air traffic for 1949-54 at various fare levels 
as estimated by Watson in 1947, on the assumption that air coach service would 
be available nationwide. 


{Millions of passenger miles] 





| 
|5.7-cent 
| fare | 





aia ee ps Sat j acres aecnksed ee 

 ateeren aaa na  sxeed ae 

UG Seth Bs nck Sacto’ 9, 680 

SI led coat ce ai ou 11,314 < 533 

1968....._. , 2S | 13,160 | 27, 41, 157 |-....-.. 
08S ites. ge ; a hee ------| 15,347 | 31, 36, 100 | 47,994 | 56, 314 


Source: CAB Docket No. 3397, California Eastern exhibit F2. 


Comparison of Watson’s projections for the years 1949 through 1954 at an 
average fare of 5.7 cents per passenger mile with the actual domestic trunk 
traffic recorded from 1949 to 1952 would seem to confirm strikingly his analysis. 
Watson’s projection of 7.1 billion revenue passenger miles for 1949 compares 
with actual traffic of 7 billion; his projection of 8.3 billion for 1950 compares 
with an actual of 8.4 billion; and his projection of 9.7 billion for 1951 compares 
with an actual of 11.1 billion. Watson’s understatement for 1951 may be 
mainly attributed to two factors, (a) the post-Korean jump in traffic and (b) 
the fact that average passenger fares in 1950 were 5.64 cents or less, as com- 
pared with Watson’s assumed 5.7 cents per passenger mile. Watson's projec- 
tion of 13.2 billion for 1953 was closely approximated by the 13 billion actually 
recorded in 1952. However, here again the average fare of 5.56 cents or less 
was below Watson’s assumed 5.7 cent fare. It should be kept in mind that the 
average fares referred to, as calculated by the CAB, refer only to the fares of 
certificated carriers. If allowance were made for the markedly lower fare 
structures of the irregular airlines, there would be even more justification for 
this slight discrepancy between Watson’s and the actual traffic figures. 

According to Watson, the rationale for his formula stems from the fact that 
available evidence shows that the demand for air travel, like rail coach travel, 
is relatively elastic; that is, a given change in fare has produced a more than 
proportionate change in the volume of air travel. Moreover, he based his posi- 
tion upon three corollaries of the elasticity of demand principle. First, any 
commodity or service which has a price which is high in relation to income has a 
demand which is highly elastic. Therefore, other things being equal, lower 
fares bring air travel (a “luxury”) within the reach of more income groups. 
Second, the closer the prices of two competitive products or services, the more 
elastic will the demand be for each of them. As air fares are reduced relative 
to rail pullman and rail coach fares, air travel becomes more closely competitive 
with rail travel. Lowering air fares absolutely or relative to rail fares will 
further accelerate this trend. Third, the larger the number of uses to which a 
commodity or service can be put, the greater its elasticity of demand. Air 
transportation is such a service for it serves individuals for a multitude of rea- 


5 CAB Docket No. 674, Atlantic Airlines exhibits 11-14 and Docket No. 3397, California 
Eastern exhibits F1-F5. 
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is, including those of an emergency, business, and personal and vacation travel 
aracter, 

Finally, Watson sums up his position as follows: The predominant majority 

the people are in income brackets which prohibit air travel at their own ex- 
ense. At lower income levels, families have less time for travel and recreation. 
he result is a preponderance of short-haul travel. Air coach at low fares 
ikes available the time-saving advantages of airplanes at prices the majority 

afford. It means extension of travel to the majority of families. To small 

isinesses operating on limited budget, it means extension of scope and area 

business to the great benefit of more people and to the national economy and 
tional security as a whole. 

Benchmarks for future transportation forecasts—1955, 1960 and 1975 

wo factors are involved in the selection of the years 1955, 1960 and 1975 as 

chmarks for projections of intercity passenger traffic in the future. In any 
ttempt to look ahead, it seems desirable to appraise near-term developments, 
e prospects a little further off, and finally the outlook some distance into the 
ture. Since projections of future intercity passenger travel must lean heavily 

projections of population and of gross national product, the years selected 
s benchmarks were those which fulfilled the conditions above and for which 
ithoritative projections of future population and gross national product were 
ailable. 

These projections and their sources are shown in table 11. 


Projecting intercity passenger traffic (in trips of 50 miles and over) in 1955, 
1960 and 1975 
a) On the basis of the 1930-52 experience, intercity passenger miles per 
000 constant dollars (1951) of gross national product are taken at 621. This 
s an 18-year average which excludes the war years 1942—5 and the distorted 
wostwar year of 1946. The maximum variation from the average over the 
ntire 18-year period is less than 5 percent (592 low, 648 high), so the figure 
iy be considered as extremely reliable. The data are from table 12. 
(b) Gross national product in constant 1951 dollars is conservatively projected 
t $365 billion for 1955, $425 billion for 1960, and $600 billion for 1975, as shown 
table 11. The projection for 1955 is based on the United States Department 
Commerce study, Markets After Defense, December 1952. The projection for 
60 is based on the National Planning Association study, The American Economy 
1960, December 1952. The projection for 1975 is based on forecasts made 
the President’s Materials Policy Commission, Resources for Freedom, June 
952 
While all these sources are authoritative, it is believed that the projections 
re conservative and tend to understate gross national product in those years. 
For example, with respect to the 1955 projection of $365 billion in 1951 prices, 
vyross national product in the first quarter of 1953 had already reached an 
innual rate of $363 billion in 1952 prices, or approximately $353 billion in 1951 
rices. The 1960 projection similarly may be understated. The 1975 projection, 
it $600 billion, is probably a very considerable understatement. Projection of 
an average 3 percent per year increase in the real gross national product would 
result in a figure much closer to $700 billion. 
In spite of these probable understatements, this exhibit will employ the 
onservative projections indicated. 
(c) On the basis of (a) and (b) above, future intercity passenger miles are 
projected as follows: 


Intercity pas- Index, 
senger miles 1952100 


Billion 
212.6 
2%. 7 
263.9 
3.2 6 


(ad) The results shown in (c¢) above are confirmed by the application of 
ternative methods—projection of intercity passenger miles per capita and by 
ree statistical extrapolation. 


33796—53—-—-29 
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i. Extension of intercity passenger miles per capita (table 12 and chart 12) 




















































































provides 1,425 miles per capita in 1955, 1,580 miles per capita in 1960, and 2,000 dec 
miles per capita in 1975. These figures conservatively project increases in inter- doll 
city miles per capita at an average of about 2 percent a year, as compared with 3 bas 
average increases of 3 percent from 1936 to 1939, almost 5 percent from 1949 to fo 
1952, 9 percent from 1933 to 1941, and 4 percent from 1930 to 1952. Application to j re 
these conservative figures of projected population in those years (table 11) gives ; yea 
the following intercity passenger-mile totals: 1955, 232.3 billion; 1960, 276.5 Ls 
billion ; 1975, 386 billion. col 
It will be noted that these test projections are somewhat higher, though very 
close to, the results obtained by the most reliable method used in (c) above. pre 
ii. Freehand statistical extrapolation of the curve on chart 12 also corroborates 
closely the results shown in (c) above. 7 
10. Projecting intercity revenue passenger traffic (on trips of 50 miles and over) 
in 1955, 1960, and 1975 
(a) It is clear from table 18 that intercity revenue passenger-miles, while 
closely related to gross national product, do not relate as closely to it as do total! 1s 
intercity passenger-miles. While the 18-year average (excluding 1942-46) per oe 
1,000 1951 dollars of gross national product is 182.5, the maximum variation 197 
from this is about 15 percent on the low side (154.6 in 1932) and about 40 percent _ 
on the high side (256.8 in 1947). 
Chart 13 clearly shows a long-term upward trend over the years. This is con 11 
firmed if the 18-year period is taken in three 6-year blocks, 1930-35, 1936-41, and 
1947-52. The successive 6-year averages, per thousand constant (1951) dollars of in 
gross national product, are 161.6, 175.6, and 210.2 miles, respectively. Pa 
This trend may be extrapolated to 215 miles in 1955, 220 miles in 1960 and dc 
225 miles per thousand dollags of constant (1951) dollars of gross national al 
product in 1975. ir 
Application of (a) the constant GNP factor of 182.5 miles and (b) of the rising di 
GNP factors of 215, 220, and 225 miles te projected gross national product figures # 
in 1955, 1940, and 1975 yields the following results: 
[In billions] a 
Method (a) Method (/) c 
intercity intercity 
GNP revenue revenue 
passenger - passenger- yp 
miles miles 
a 
66. 6 78. 5 
425 77.6 93 0 
600 109. 5 138. 0 
1 
(b) Alternative methods of projection have been explored as follows: ; 
i—Individual projections of rail, bus, and air per capita to arrive at total; 
ii—Individual projections of rail, bus, and air per thousand constant dollars r 
of GNP to arrive at total: 1 
iii—Free-hand extrapolation of total intercity revenue passenger-miles ; 
iv—Free-hand extrapolation of rail, bus, and air as percentages of total 
intercity passenger traffic. 
These check tests show the following results, in billion revenue passenger : 
miles : 


> 

(c) Judgment factors must enter to some extent into the projection of 
intercity revenue passenger miles. Obviously, the future course of intercity pas- 
senger car transportation is going to be of importance here. In view of the 
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declining trend in intercity revenue passenger miles per thousand constant 
ars of GNP in the last few years (table 13), it does not seem quite reliable to 
a projection on the 6-year averages in (@)) above. The 175.6 mile average 
the period 1986-41 seems, on the other hand, somewhat low, reflecting 
itively poor economic conditions in some years. It would seem that the 15- 
ir average of 182.5 miles, while considerably below the levels prevalent in 
(0-52. is the most reliable under the circumstances, and is regarded as 
servative. 
s coneluded, therefore, that intercity revenue passenger miles may be 
jected, as previously indicated, as follows: 


Billior 


100. 0 
105.0 
122. 4 


172. 7 


f 


11. Projecting domestic trunk air passenger-miles in 1955, 1960, and 1975 

(a) Because of the dynamics of air-transport growth in absolute terms and 
n relation to total intercity passenger travel, intercity revenue passenger travel, 

oss national product, population and other measures, projections of future 
domestic air-transport growth are necessarily more problematic in character 
and involve judgment factors to a greater extent than do projections of total 
ntercity and intercity revenue passenger travel. It is therefore considered 
desirable to indicate the outcome of a number of alternative projection methods 
and apply judgment factors to these in arriving at a reasonable result. 

b) It is necessary also to clarify the assumptions which underlie the various 
estimates with respect to a number of factors which will affect the development 
of air traffic in future. The most important of these assumptions are: 

1. That Government assistance will continue to aid in the development of 
ivil aviation; 

2. That there will be continued development of commercial aircraft, accom 
panied by greater flying ease, speed, safety and reliability ; 

3. That air-coach travel will be benefited by greater availability of adequate 
aircraft and more convenient schedules ; 

4. That the airlines and the CAB will strive increasingly to meet the needs 
of the mass market for air-coach transportation; and 

5. That existing fare ratios and trends between air and surface carriers will 
be at least maintained, and that fare ratios and trends, as between first class 
and air coach, will continue to improve in favor of air coach, 

(c) Among the methods which may be utilized are: 

i. Projection of air travel as a percentage of total intercity passenger traffic 
This is the method used by CAA (Airline Passengers, revised edition, Dec. 
1951, pp. 9-11). 

ii. Projection of air travel in relation to projected gross national product. 

iii. Projection of air miles per capita in relation to projected population 

iv. Projection of air as a percentage of projected intercity revenue passenger 
miles. 

v. Deduction from projected intercity revenue passenger miles of estimated 
bus and rail traffic. This is a modification of the method used by the New York 
Port Authority (Air Traffic Forecast, June 1950). 

vi. Projection of air traffic in terms of its penetration potential into rail, 
bus, and auto transport. 

(¢d) Domestic air trunk travel is shown as a percent of total intercity pas- 
senger traffic in table 9. Air participation in total intercity traffic grew tenfold 
from 1931 to 1941. From 1941 to 1951 it multiplied 5.5 times. It grew more 
than 50 percent from 1949 to 1952. Conservative projections of this historic 
trend would indicate an increased participation of domestic air in total inter 
city from 6.1 percent in 1952 to about 7.5 percent in 1955, 10 percent in 1960 
and 15 percent in 1975. This would involve sharply decreasing rates of growth 
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in participation, and result 


in projected domestic trunk air passenger miles 
as follows: 






Total intercity Air passenger 
passenger-miles| Percent air miles 






(billions) | (billions) 


(¢) Data on air transport in relation to gross national product are shown in 
table 13. Air traffic in relation to real GNP grew tenfold from 1930 to 1941. 
From 1941 to 1951 it multiplied 5.5 times. It increased 56 percent from 1949 to 
1952. Continued growth in this relationship may be projected conservatively at 
about 30 percent for the period 1952 to 1955, 24 percent for the period 1955 to 
160, and 40 percent for the period 1960 to 1975. This would indicate an increase 
in domestic trunk air miles per thousand constant (1951) dollars of gross national 
product from 38.6 in 1952 to 50 in 1955, 62 in 1960 and 87 in 1975, and result in 
projected domestic trunk air passenger miles as follows: 















Gross nations! 





Air miles per Domestic 


product, 1951 | $1,000¢r ss trunk air 
de llars netion I miles 
(billions) produet (billions) 







336. 4 
365 0 0 18 
1960 425.0 62 0 26.4 









1955 


609. 0 





(f) Data on domestic trunk air miles per capita are shown in table 13. Do 
mestic trunk air miles per capita multiplied almost twelvefold from 1931 to 1941 
ind almost sevenfold from 1941 to 1951. From 1949 to 1952 the increase was 76.5 
percent. Continued growth may conservatively be projected at 33 percent for 
1952 to 1955, 36 percent from 1955 to 1960, and 50 percent from 1960 to 1975 
This would indicate an increase from 82.8 miles per capita in 1952 to 110 in 1955, 
150 in 1960 and 255 miles per capita in 1975, and result in projected domestic 
trunk air passenger miles as follows: 














| 
} | Domestic 
Populstion Air miles per | trunk sir-mik 


] 7 . q ams 
(millions) capita | (billicns) 













13. 


1955 163 110 0 17.9 
1960 175 150 i] 26 
1975 . 193 255. 0 49. 2 


(g) Data on domestic air as a percentage of intercity revenue passenger mile 
nre shown in table 10. Air participation in intercity revenue passenger mile 
multiplied almost sevenfold from 1931 to 1941, and more than fivefold from 
1941 to 1951. From 1949 to 1952, participation almost doubled. A conservative 
projection of this rate of participation growth is taken at 32 percent from 1952 
to 1955, 33 percent from 1955 to 1960, and 42 percent from 1960 to 1975. This 
would result in an increase in air participation from 20.5 percent in 1952 to 27 
percent in 1955, 36 percent in 1960 and 51 percent in 1975, and would result 
in projected domestic trunk air-miles as follows: 


Zt 


t. 
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Intercity Domestic 


Intercity Domestic 
revenue pas- Air as trunk revenue pas- Air as trunk 
senger-miles | percent air-miles senger-miles percent 1ir-miles 

(billions) (billions) (billions (billions 
63.4 20. 5 13.0 1960 77.6 36. 0 27.9 
66.6 27.0 18.0 1975 109. 5 51.0 55.8 


h) To apply the Port of New York Authority methodology, in modified form, 
jections of bus travel must first be deducted from projected public-carrier 

flic. Bus passenger-miles are projected, by a combination of methods, at 
5 billion in 1955, 21 billion in 1960, and 22.6 billion in 1975. This provides 
ombined air/rail residual of 46.1 billion in 1955, 56.6 billion in 1960, and 

6.9 billion in 1975. Deducting from these subtotals a set of reasonable rail 
jections indicates domestic air trunk passenger-miles as follows: 


> a hole iE eae Gecienaa 46.1—29.5=16.6 billion. 
G0 alte lin ate Pee tee bee Se ee lle __. 56.6—31.5—=25.1 billion. 
TD ; ‘ rice cd tel itis 86.9—35.0—=51.9 billion. 


(i) Projection of air in terms of its penetration potential into rail, bus, and 
ito transport involves in the first instance an examination of the distribution 
travel by those modes in terms of the distances traveled. It is assumed for 
ihe present that air will make but negligible inroads on travel by other carrier 
dies for distances under 150 miles (although the helicopter may effect signifi- 
int changes in this regard). For distances over 150 miles, air transport becomes 
ncreasingly competitive as the distance involved increases. 
The best comparable data available‘ indicate the following percentage dis- 
tribution of intercity travel by the various travel modes for trips of 50 miles and 
over: 


Rail Pull- Rail — Air trans- | Passenger 

man coach - port automobile 

Under 150 miles bi tbe stveleleelee 68.3 86. 8 2.6 73. 1 
150 to 500 miles... ....- Oar 29.8 22.2 9.4 55.8 18.9 
01 to 1,000 miles. _ . ‘ 51.1 | 6.6 3.4 33.7 5.1 
1,001 to 1,500 milles_.............-- aad 14.7 2.2 .4 1.7 1.5 
Over 1,500 miles _.__- oe : 4.4 | at 6.3 1.5 
Total... Santes . 100.0 | 100.0 | 100. 0 100. 0 100. 0 


Applied to data on intercity travel on trips of 50 miles and over for the year 
1952, these distributions of travel by distance would show the following 
distribution of total passenger-miles in billions: 





Rail Pull- Rail | Bus Air trans- | Passenger 

man coach | . | port automobile 

50 to 150 miles — ‘ 13.7 | 17.9 0.3 109. 0 
151 to 500 2.9 4.4 1.9 7.3 28. 2 
510 to 1,000 5.0 1.3 7 4.4 7.6 
1,001 to 1,500 14 4 1 2 2.2 
Over 1,500 4 1 8 2.2 
Total . en sa 9.8 | 19.9 20. 6 13.0 149. 2 





* National Travel Survey, 1948, cited by Port of New York Authority Air Traffic Forecast, 
1950. 
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A number of judgments have been made in the past bearing on the proportion 
of travel of various distances by the various travel modes which represent 
the air penetration potential into those modes. A more comprehensive set of 
estimates of these percentages are set forth below. They are broadly based 
on judgments concerning realtive costs, time factors, convenience, safety, and 
other factors affecting consumer preference. 






T - en emma 
| 







Rail pull- | peed bE | Passenger 
man | Railcoach Bus automobile 






50 to 150 miles 













151 to 500 miles : . Saiidinainha 40 30 20 10 
501 to 1,000 miles eerie 60 60 40 20 
1,001 to 1,500 miles ‘a bidakiedsss bectinnae 80 80 60 35 
EE Re a ee 90 90 80 | 45 





The percentage of penetration potentials set forth immediately above, applied 
to the absolute figures on distribution of travel by mileage block in 1952, would 
indicate the following potential additions to air travel, at 1952 levels of intercity 
travel: 


[In millions of passenger miles] 






rat | Passenger | 
Rail pull- Rail coach Bus autome- | Total 
man bile 














50 to 150 miles 










685 | 895 |_- y | 1, 580 
151 to 500 miles 1, 160 1, 320 380 2, 820 5, 680 
501 to 1,000 miles 3, 000 730 | 280 1, 900 5, 960 
1,001 to 1.500 miles 1, 120 320 60 770 | 2. 270 
Over 1,500 miles 360 90 |. a SRO | 1, 330 

Total... : 5, 640 3, 195 1, 615 |} 6, 370 | 16, 820 


In other words, of the 16.8 billion revenue passenger-miles potential which air 
could gain from other carriers at 1952 traffic levels, 37.9 percent would come 
from passenger-car traffic, 33.5 percent would come from rail pullman, 19 percent 
would come from rail coach, and 9.6 percent would come from bus. In terms 
of the proportion of traffic which these diversions would constitute of the total 
traflic carried by the other modes, the figures are quite different. Approximately 
58 percent of pullman traffic, 16 percent of rail-coach traffic, 8 percent of bus, 
and 4 percent of passenger-car traffic would be diverted to air. 

Full realization of this potential, at 1952 levels of intercity passenger travel, 
would have added 16.8 billion passenger-miles to the 13 billion actually achieved 
by domestic trunk air travel, for a total of 29.8 billion revenue passenger-miles. 
This would have been equal to 14 percent of total intercity passenger traffic 
and 47.1 percent of total intercity revenue passenger traffic. Applied to the 
projected total intercity traffic and intercity revenue passenger traffic totals in 
1975, these percentages would result in total domestic air traffic as follows: 























Billion 


OE TEE. I sect ccc ccetincicesiremnenlli 372. 6 
59 9 


Air, at 14 percent of total 52, 2 
Total intercity revenue passenger-miles___..........._________ 109. 5 
BEET, WE ST POOR OOIE See PI a cri nists ars eniictem inate 51.6 


Other check tests against these estimates may be made in terms of air travel 
per gross national product and per capita. Realization of the-air potential 
of 29.8 billion passenger-miles in 1952 would have been equivalent to 89 miles 
per $1,000 of GNP at 1951 prices. At the $600 billion GNP projected for 1975, 


this would indicate a total domestic trunk air traffic of 53.4 billion 
passenger-miles. 






me 
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For ready comparison, the tentative results yielded by the several projection 
methods in this section (11) are summarized below: 
Projected domestic trunk air traffic 


[Billions of passenger miles] 


_ - 

















Projection method 1955 | 1960 | 1975 
— -|—— ennai 
As projected percent of total intercity travel 17.0 26.4 55.9 
\s projected in relation to GNP — 18.3 | 26. 4 52.2 
\s projected mileage per-capita __ Soll 17.9 | 26.3 49. 2 
4. As projected percent of intercity revenue passenger-miles 18.0 | 27.9 55.8 
By Port of New York Authority methodology, modified - - - 16. 6 25.1 51.9 
By projection of estimated penetration potential: | | 
a . wep i piss 9's xine ling baighelidtateaiasaechialblinialatanasainrasibte A istibearnmabenaaitnaliniatel 52.2 
Dik LateME dic BE... con, Ehcicdcsponrabeneed eaecannanlatieiscatdliad inated beh seek code 51.6 
c + we nafrscecenasecaowibiiliepell 53.4 
| i 


| 
| 
| 
j 
| 
| 
| 


The application of judgment factors to these results leads to the conclusion 
that domestic trunk air travel in the years 1955, 1960, and 1975 may be esti- 
mated at 17.5 billion, 26.4 billion, and 52.8 billion passenger-miles, respectively. 
In other words, as compared with 1952, the next 3 years will see a gain of 34.6 
percent ; 1960 will see a doubling of the current level; and 1975 will bring air 
travel to more than four times the current level. 


III. Tue Neep For AND THE FUTURE OF AIR-COACH SERVICES 


“The emergence of the United States as a world power with the highest stand- 
ard of living in the world has been attributed in large part to the American idea 
of mass production of goods and services. The low-cost air-coach service is 
based upon the American principle and its success must depend upon it. Only 
through reduced fares can increased volumes of traffic be attained and only 
through increased traffic volume can reduced costs be achieved. 

“It was the mass production of automobiles at low prices that brought about 
the most revolutionary change that had ever taken place in the transportation 
habits of our people a generation ago, and it created a great volume of intercity 
transportation that had never existed before. I believe that a similar develop- 
ment is destined to take place in the production of transportation service by air 
and that it will come, as it came in the case of the automobile, through the re- 
duction of the price to the public.” (From an address by CAB Member Oswald 
Ryan, on November 8, 1951, before the Lawyers Club of Atlanta, Ga., cited in 
the Annual Report of the Senate Select Committee on Small Business, 1952, 
p. 251.) 

1. Existing domestic air-coach services, despite rapid growth in the postwar 
period, are decidedly inadequate at the present time to meet eaisting 
needs 

(a) Many routes and stations are not presently served by air coach, whether 
certificated or irregular. The certificated domestic trunk airline system at the 
present time comprises some 15 trunk lines and 40 routes. These are based on 
361 stations. Of these, only 52 stations were served, as of March 1953, by cer- 
tificated coach. 

It is important to note at this point, however, that the absence of certificated 
air-coach service at 309 out of 361 stations must affect traffic volumes at those 
stations which are serviced. 

(b) Despite the very substantial traffic increases which have been recorded 
by certificated domestic air-coach service in recent years, these services, by and 
large, have not been adapted to the convenience of the traveling public. On the 
contrary, air-coach services are predominantly offered on schedules inconvenient 
to the traveling public. This suggests that the certificated airlines still lack full 
regard for air-coach service as a major travel mode catering to the mass traveling 
public and with a great potential they should strive to develop, as rapidly as 
possible, and that there remains an inheritance from the traditional view which 
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regarded air coach as a mere device to stimulate traffic volume on off-peak 
hour flights. This is illustrated in the tabulation below, which shows the dis- 
tribution of scheduled departure and arrival times of 135 daily scheduled 
certificated air-coach flights during March 1953. 


March 1953 





Number of Percent of 


daily sched- | total sched 
uled coach uled coach 
flights flights 






Scheduled departures 
8:01 a. m.-6 p. m 


40 | + 
6:01 p. m.-9 p. m 12 | 
9:01 p. m.-1l p. m 26 19 
11:01 p. m.-1 a. m 38 S 


1:01 a. m.-6 a. m 7 
6:01 a. m.-8 a. m 







Total 


Scheduled arrivals 
8:01 a. m.-6 p. m 


44 3 
601 p. m.-9 p. m 14 I 
9:01 p. m.-1l p. m 8 | t 
11:01 p. m.-1 a. m 3 2 
1:01 a. m.-§ a.m 46 $4 


6:01 a. m.-8 a. m 





Total 


Source 





Official Airlines Guide, March 1953. 


Of the 135 daily scheduled air-coach flights, only 40 flights, or 30 percent of the 
total, were scheduled for daylight departure—from 8:01 a.m.to6p.m. Another 
12 flights, or 9 percent of the total, were scheduled between 6:01 p. m. and 
9 p.m. Thus only 52 out of 135 flights, or 39 percent of the total, had con- 
veniently scheduled departures from 8: 01 a. m. to 9 p. m. 

The remaining 83 flights, or 61 percent of the total, had inconvenient scheduled 
departures from 9:01 p. m. to 8 a. m. Of these, 26 flights, or 19 percent, were 
scheduled between 9: 01 p. m. and 11 p. m. ; 38 flights, or 28 percent, were scheduled 
from 11:01 p. m. to 1 a. m.; 7 flights, or 5 percent of the total, were scheduled 
from 1:01 a. m. to 6 a. m.; and the remaining 12 flights, or 9 percent of the total, 
were scheduled from 6:01 a. m. to 8 a. m. 

The classification ef flights scheduled for departure between 6:01 a. m. and 
8 a. m. as inconveniently scheduled flights seems appropriate, in view of the fact 
that, in the average situation, a passenger must schedule his rising hour at least 
2 hours prior to plane departure so as to dress, have breakfast, and get to the 
airport on time. This means that most flight departures prior to 8 a. m. will 
require the average passenger to rise sometime before 6 a. m. 

The departure schedules for certificated domestic air-coach services are not 
only inconvenient; as compared with the time schedules provided by certificated 
first-class traffic, they are also definitely discriminatory. This is shown in the 
tabulation below and in chart A, which compares the scheduled departure times 
for both first-class and air-coach service on five heavily traveled domestic routes— 
New York-San Francisco, New York-Miami, New York-Chicago, Chicago-Miami, 
and Los Angeles-New York. 
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March 1953 


First class Air coach 


Number Percent | Number Percent 
of daily of total | of daily of total 
scheduled | scheduled | scheduled | scheduled 
flights flights flights flights 





eduled departures: | | 
8:01 a. m.- 6p. M_..-- EE ee 53 49 | 30 
6:01 p. m.- 9p, m gods 33 | 3 | 16 
9:01 p. m.-1l p. m . 7 } il 
1308 BD. MR BA Aoecescees seme j 25 
1:01 a. m.- 6a, m.......-.. boca | | 13 
6:01 a8. m.- 8a. m 


Total. ..- 





eduled arrivals: 
8:01 a. m.- 6 p. 
6:01 p. m.- 9 p. 
9:01 p. m,-11 p. 
11:01 p. m.- la. 
1:01 a. m,- 6a. 
6:01 a. m.- 8a. 


Source: Official Airlines Guide, March 1953. 


Of the 109 scheduled daily first-class flights during the month of March 1953, 
t will be noted that fully 86 flights, or about 80 percent of the total, were 
scheduled for departure between 8: 01 a. m. and 9 p. m.; only 23 first-class flights, 
rr 20 percent of the total, were scheduled for inconvenient departure between 
):01 p.m. and 8 a.m. In contrast, the certificated air coach schedules called 
for the departure of only 26 out of 56 flights, or 46 percent of the total, between 
8:01 a. m. and 9 p. m.; 30 out of 56 flights, or 54 percent of the total, 
were scheduled for inconvenient departure between 9:01 p. m. and 8 a. m. 

Thus, while fully four-fifths of the first-class flights were scheduled for de- 
parture at convenient hours, less than half of the air-coach flights of these most 
densely traveled segments were similarly scheduled. While only one-fifth of 
the first-class flights were scheduled for departure at inconvenient hours, more 
than half of the air-coach flights were so scheduled. 
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CHART A 


Inconvenient time schedules provided by 
certificated domestic air coach are discriminatory 


J major segments” = march 1953 mmm firsts S88 vr ac 
% number of flights o 0 (20 (30 40 ; 60 70 


G0lam-600pm § 
| <> ) 8lpm-800pa 
BD 0i0-10tpn My 
Scheduled} QM \itipn-600en 


departures Pre 
CT) tatan-ttpa 
) stipa-ttten 




















(4 Mlan-600pm 

Ge) 6pm -$00pm 

901 pm 11:00 pm 

Scheduled) AMM oo) cape 


arrivals 





6Olam-8:00am 


* Segments are New York - San Francisco, New York - Miami, New York - Chicago, Chicago - Miami, and Los Angeles - New York 
SOURCE: Official Airlines Guide March 1953 


Analysis of the scheduled arrival times reveals similar, though not quite as 
disparate, results. Of the 135 daily coach flights, fully 46, or more than one 
third of the total, had scheduled arrival times between 1:01 a. m. and 6 a. m. 
Another 20 flights, or 15 percent of the total. were scheduled for arrival between 
6:01la.m.and8a.m. Combined, 77 out of 135 flights, or 57 percent of the total, 
were scheduled for arrival between 9:01 p. m. and 8 a. m. 

Of the first-class and air-coach flights on the five major segments, only 10 
out of 109 first-class flights, or about 9 percent of the total, were scheduled to 
arrive between 1:01 a. m. and 8 a. m. However, 23 out of 56 scheduled air- 
coach flights, or more than two-fifths of that total, were scheduled for arrival at 
those hours.Only 6 out of 109 first-class flights were scheduled to arrive be- 
tween 1:01 a.m. and 6a.m. Fully 11 air-coach flights, however, or one-fifth 
of the total, were scheduled for arrival at those extremely inconvenient hours. 

(c) It seems quite clear that passenger fares for certificated air-coach serv- 
ice are still too high, in relation to the fares charged by rail coach and inter- 
city bus, to be keenly competitive with those services. Passenger fares on 
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ertificated first-class airlines are much more closely competitive with rail pull- 
man rates. These comparisons are set forth in the tabulation below: 


Passenger fare trends 


[Cents per passenger mile] 


mestic trunk certificated carriers 


First class 
Coach 

first class, including pullman 
coacl 
United States total 

astern district 
Western district 
motor bus ® 


f 
re 


for fiscal years ending June 30 

figure from CAB Recurrent Report of Financial Data 

necluding a minor amount of excursion and other special fares. 

’reliminary 

Class I steam railways, excluding commutation. Figures for 1952 cover the period January to 
nber 

Class | carriers 


Source: CAB, annual report 1952; Recurrent Report of Financial Data, 12 months ending June 30, 1952. 
terstate Commerce Commission, Annual Statistics of Railways of the United States; statements No. 
250, September 1952. National Association of Motor Bus Operators, Bus Facts, 1952 edition, 


Certificated air-coach passenger rates varied from 4.17 cents per passenger- 
mile in 1949 to 4.31 cents in the fiscal year ending June 1952. In 1952, the 
ertificated air-coach passenger rate was almost 75 percent higher than the 
average rail-coach rate of 2.51 cents per passenger-mile, and well more than 
double the intercity motor-bus rate of about 2 cents per passenger-mile. There 
was, however, a marked difference in rail-coach fares as between the eastern 
and western districts. The average passenger-mile fare for rail coach in the 
eastern district was 2.97 cents in 1952, whereas that for the western district 
was 2.08 cents. Thus, the air-coach average passenger fare at 4.31 cents per 
passenger-mile was close to half again as large as the average rail-coach fare 
for the eastern district, and was well more than double that for the western 
district. 

In contrast to these wide margins which prevailed between certificated air- 
coach and rail-coach and motor-bus fares, passenger fares for certificated first- 
class air traffic, at 5.75 cents per passenger-mile, were only about one-fourth 
higher than the average first-class railroad (including pullman) fare of 4.57 
cents per passenger-mile. 

These facts help to explain why first-class domestic trunk-air traffic in 1952 
had achieved roughly 50 percent of the total first-class (combined air and rail) 
passenger business, while air coach in 1952 still constituted less than 8 percent 
of the total second-class intercity travel market (air coach, rail coach, and bus 
combined). 

Proposal to operate an air-coach service at 3 cents per mile must be considered 
in relation to the situation set forth above. Undoubtedly, a 3-cent passenger- 
mile in air coach would make that transport mode much more competitive with 
both rail coach and intercity motorbus than is presently the case. This is 
particularly true in the heavily trafficked eastern district where existing rail- 
coach rates are roughly 8 cents per mile at the present time. 

The air fare data cited above for 1952 were for the fiscal year ending June 30. 
Developments since that time are said to have resulted in a certificated air-coach 
average passenger-mile rate of approximately 4 cents. This does not change in 
any significant degree the argument advanced. 

(d) The higher load factors achieved on certificated air-coach flights as 
compared with first-class flights testify to the stronger demand for air-coach 
service. It should be kept in mind, in considering these data, that air coach 
has achieved notably higher load factors despite highly inconvenient departure 
and arrival time schedules, as demonstrated in paragraph (6) above. It seems 
clear that, if scheduled departure and arrival times for certificated air coach 
were comparable in terms of convenience to those offered by first-class flights, 
the load factors achieved by air coach would be considerably higher than those 
actually shown in the tabulation below: 
















FUTURE OF IRREGULAR AIRLINES 


Load factors, as percent of available seat-miles 











Year Coach First clsss Total 








1949 sence Ce AL Pee 70 59 59 
1950 =o sell ay deine tlie aia ’ 74 | 61 63 
ESTEE Ss PEE OI ET 75 | 69 | 70 
ORE. nnn ec es, oe a ck ae 65 | 7 








1 12 months ended Nov. 30, 1952. 


Source: Aviation Week, Mar. 2, 1953. CAB Rates Division computations from form 41 reports. 


For the certificated domestic airlines as a whole, the load factor on first-class 
flights increased from 59 percent in 1949 to 65 percent in 1952. For coach flights, 
the load factor achieved increased from 70 percent to 80 percent at the same 
time. The higher load factor achieved on coach was responsible for raising 
the overall load factor for all flights substantially above the levels achieved by 
first class flights. From 59 percent in 1949, the overall load factor increased 
to 67 percent in 1952. 

A further analysis of first class and air-coach load factors by the major air- 
lines is shown in table 17. It will be noted that in the case of every major 
company for every year (except American Airlines in 1949 and United Air 
Lines in 1951), the load factor achieved in air-coach operations was sub- 
stantially above that achieved in the first-class fare service operated by that 
company. Also worthy of note is the fact that, by and large, from 1949 and 
1950 to 1952—a period when air-coach service both by certificated and by irregu- 
lar carriers was rapidly growing—the load factors on standard fare flights in- 
creased substantially. From 1949 to 1952, the load factor on first-class flights 
for all domestic trunklines increased from 59 percent to 66 percent. For the 
individual companies, the increases were as follows: American Airlines, from 
65 percent to 71 percent; for TWA, from 60 percent to 72 percent; for United 
Air Lines, from 68 percent to 73 percent; for Northwest Airlines, from 53 percent 
to 64 percent; for National Airlines, from 45 percent to 60 percent; for Eastern 
Air Lines, from 55 percent to 56 percent ; and for Capital Airlines, from 47 percent 
to 56 percent. 

(e) Certificated airlines have been extremely slow in responding to public 
needs for air-coach service. The services they have provided have fallen far 
short of what was required to meet those needs. 

While irregular coach services started functioning in significant degree early 
in the postwar period, not until late in 1948 was the first certificated air-coach 
service inaugurated. Only in 1949 did the certificated airlines provide any appre- 


ciable measure of coach service. The figures beginning with that year are set 
forth below: 




















Domestic air-coach traffic 





[Millions of revenue passenger miles) 











: | Certificated 
— | Irregular Total | as percent 
ow | | of total 








a bm oop aelig otek onan we | 627 
ive do ddets J idnbsGseshnbus canabedoul ’ } 1, 670 


Source: Table 7. 





In 1949, certificated air coach carried less than two-fifths of domestic coach 
traffic. Even in 1952, they carried less than three-fourths of that traffic. For 
the 4-year period, 1949-1952, they carried little more than three-fifths of 
domestic air-coach traffic. 

Another way to measure the inability of the certificated airlines to meet the 
demand for air-coach service is to compare the full theoretical capacity of the 
certificated airlines coach services, at 100 percent load factors, with the actual 
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amount of coach service performed by certificated and irregular air-coach 
services Combined. Even if certificated coach had operated at 100 percent load 
factors during 1949-1952, they would have fallen short by some 1.1 billion reve- 
ue passenger miles of carrying the actual traffic during that period. This 
eficit in carrying capacity at 100 percent load factors was greater than the 
entire domestic trunk traffic volume in the year 1940. 
The data are set forth in the tabulation below : 


Total air-coach 


Revenue passenger Available seat haw rte wl 
; miles, certificated | miles, certificated ae ae -srecanen. sad 
Year and irregular air air coach certificated coach 
coach (million) (millions) availiable nant eniles 
1947 (‘) 1) 
1948 4 ibcteubiote aiad (*) 6.6 | ) 

449 : ‘ 4 626. 8 352. 3 177.9 
1950 et cena 1, 670.7 1, 423. 4 117.4 
1951 ° “ 2, 101.9 1, 708. 1 123. 1 
1952 (9 months)-_..........--..-- nial 2, 397.4 2, 185. 1 109. 7 

Total, 1949-9 months 1952 6, 796.8 5, 668. 9 | 119.9 


Not available. 
Source: Table 7 and C AB-BAO data from Form 41 reports. 


In 1949, actual air-coach traffic (certificated and irregular combined) exceeded 
by 78 percent the total available seat-mile capacity offered by certificated car- 
riers. In 1950, the margin was 17 percent. In 1951, the margin was 23 percent. 
In the first 9 months of 1952, the margin was 10 percent. For the entire period, 
the margin was 20 percent. 

(g) Certificated air-coach fares are out of the reach of the great bulk of the 
United States population. This is made quite clear by the tabulation below, 
which shows the income distribution of families and unrelated individuals in 
households in the United States in the years 1948 and 1950, in comparison with 
the income distribution of New York pleasure visitors and resident New York 
pleasure travelers in 1948, and of American Airlines air-coach travelers in 1950. 


Income distribution of various classes of trawlers compared with total United 
States distribution 


[Percent] 


United States, families 
and unrelated indi- 


Tow Verk | Resident Air-coach 
viduals in house- | New York 


pleasure New York | traveler, 


Income category holds ! visitor 2 pleasure | A merican 
atin : 1948 traveler 3 Airlines 
| 1948 1950 
1948 1950 
Under $2,000 32.0 32.0 5 4 10. 4 
$2,000 to $2,909._..._. ‘d } 19.8 17.5 4 13 16.2 
$3,000 to $4,999 ; ‘ 30. 2 30.7 ”) 39 23.8 
$5,000 and over , 18.0 19.8 36 44 49.6 
Total pat osy 100. 0 100.0 100 100 100.0 
Median income $2, 909 $3, 025 $4, 517 $4, 600 5 $5, 000 


' Current Population Reports, Consumer Income, U. 8. Bureau of the Census, Series P-60, No. 9, Mar 
25, 1952. Covers money income only, prior to deductions for taxes. 

? Market Research Company of America, Inc., Metropolitan New York Travel Study, table No. 22, 
July 1949. Covers travel by private and public carrier in al] mileage brackets 

3 Market Research Company of America, Inc., National Travel] Study, table No. 17, July 1949. Covers 
travel only by common carrier and distances over 100 miles. 

*CAB Docket No. 3397, American Airlines Exhibit No. 37, Summary of Questionnaire Returns Fr m 
American’s Air Coach Survey, period Jan. 17-25, 1950. Income represents the approximate income of 
traveler and spouse or the person on whom traveler was dependent. 

' Approxmate. 


It will be observed that less than one-fifth of the United States population were 
in family groups or spending units receiving incomes of $5,000 or more in 1948 and 
1950. However, almost half of the travelers on American Airlines air-coach 
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service in 1950 fell in that income category. This suggests that the four-fifths 
of the population falling in income groups under $5,000 a year were able to utilize 
only one-half of the very limited amount of air-coach service available at that 
time. 

The income distribution analysis made of New York pleasure visitors and resi- 
dent New York pleasure travelers in 1948 indicates that even those categories of 
travelers, whose income distribution was well above the national average, fell 
significantly below the average income distribution of the American Airlines 
coach traveler group. 

One additional study may be cited which is pertinent to this discussion. This 
indicates that in 1947, only 39 percent of all airline passengers arriving at or 
leaving New York City had incomes of less than $6,000 per year, while almost 
90 percent of the United States population fell in that category. These figures 
are shown in the tabulation below: 

[Percent] 


| * : eae 

National | Airline 
Income category | distribution, | passengers, 

| 1947 ! November 1947? 


Under $6,000 


en ; a J 89.8 | 39.0 
$6,000 to $15,000__......__- ; 2 3 kahied = e 39.0 
Over $15,000__. a 10.2 | 22.0 

TUE. i seta imate . | 100. 0 100. 0 


U. S. Bureau of Census, Current Population Reports, Consumer Income, Income of Families and 
Persons in the United States, 1950, Series P-60, No. 9, Mar. 25, 1952. 

‘Airline passenger-income data from an unpublished joint airline survey of passengers arriving or leaving 
New York City in November 1947, cited by Richard Hellman, public-utility economist, in hearings before 
the Committee on Interstate and Foreign Commerce, U. 8. Senate, pt. 5, Jan. 31, 1950, pp. 2129-2130. 





These data are not conclusive. Much more definitive would be current data 
she wing the income distribution of all air travelers—first class and coach. Such 
data are unfortunately, not available. However, the data in the tabulation do 
suggest quite strongly that air-coach fares have been and remain out of the reach 
of the great bulk of the United States population. 

(h) Domestic air coach has only begun to penetrate the second-class travel 
market. While first-class air by 1952 had already achieved practically 50 percent 
of the total first-class (combined rail and air) market, air coach still lagged with 
less than 8 percent of total second-class public carrier travel. These figures are 
set forth in the tabulation below: 


Air coach as 
percent of total 
second class 
(rail, bus, and 
air) 


First-class air 
as percent of 
total first class 
rail and air) 


Year 





1949 - / 40.5 1.4 
1950 42.0 4.1 
195 46.8 4.9 
1952... 49.6 oe 


Table 16. 


Source 





If air-coach traffic is viewed in relation to total air traffic, and this relation- 
ship is examined in comparison to the achievements made by rail coach in re- 
lation to total rail traffic, the same point is dramatically illustrated. 


Air coach Rail coach | Air coach Rail coach 
revenue revenue revenue revenue 
Year passenger-miles| passenger-miles Year passenger-miles; passenger-miles 
as percent of as percent of as percent of as percent of 
total air total rail total air | total rail 


949 9.0 68. 4 1951 ‘ 18.9 
sry 19.8 65. 1 1952 7 ‘ 26.1 | 


| 
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From 1949 to 1952, air coach participation in total domestic air travel increased 
% percent to 26 percent. However, air coach was still very: far behind 
coach, which for some years has comprised roughly two-thirds of total 
ercity rail travel. 
It is not intended here to imply that air coach has the potential for achieving 
» same share of the total second-class market as standard-fare air travel can 
hieve in the first-class travel market. This is not the case, because first-class 
r competes with first-class rail and pullman travel, which is long haul 
d which offers, therefore, a relatively weak resistance to air competition. 
On the other hand, a large part of second-class coach travel by both rail and 
is of the short-haul variety and thus comprises a market which does not 
nd itself to penetration by air coach. The fact remains, however, that air 
ch has still a tremendous amount of expansion before it develops its poten- 
al within the second-class travel market, as was demonstrated by the data pre- 
ted in section IT-11-f. The air-coach potential, in terms of the share of 
tal air which it can achieve, is of course very great 
i) The percentage of the total United States population using the facilities 
air coach is still extremely small. Some 22.5 million revenue passengers 
iveled on domestic certificated trunk airlines in 1952. Of these, more than 
») million traveled via first-class air. About 2.4 million traveled by air coach. 
Iixpressed as percentages of the United States population, these airline passen- 
ers comprised some 14.4 percent of the population. Of this, close to 13 percent 
traveled by first-class airline and only 1.5 percent traveled by air coach. 


Certificated airlines: Passengers carried in domestic trunk travel—Number 
and percentage of population, 1948-52 


| 
Total | First class| Coach 
! 


Number in thousands 


324 12, 316 
l AS 
14,7 
19, O85 


3 90, 165 


presents only 2 months of operation by 1 airline 
rransport Association nate, Jan. 1, 1953, based ¢ 
stimate of Robert R. Nathan Associates, Inc., base 
4 Less than 0.05 percent. 


ree Total, CAB, Recurrent Report of Mileage and Traffic Data; coach, 1 
, Bureau of Air Operations, ist class, by subtraction. 


his small percentage of United States population traveling by air coach is 
all the more remarkable when it is recalled that some 80 percent of the total 
population fall in income groups receiving less than $5,000 a year—the very 
groups which should comprise the mass volume basis for air-coach services. 

It should also be kept in mind that a great many of these air-coach passen- 
gers represent “repeat” traffic. While no exact data are available, it appears 
probable that if repeat passengers could be eliminated from the data on the 

tal number of passengers traveling by air coach, the number would probably 
be cut in half. Thus perhaps only three-quarters of 1 percent of the United 
States population traveled on certificated air coach in 1952. 


) 


Domestic air coach has great potentials for future growth which far exceed 

those of first-class air travel and those of other public-carrier travel modes 
(a) Air coach is the truly dynamic factor in domestic air growth, Its growth 
in the postwar period has been quite remarkable. (See chart B.) 

Although reliable data for the years 1946-48 are not available, total do- 
mestic air-coach traffic exceeded 600 million revenue passenger-miles by 1949. 
Taking 1949, itself a year of considerable expansion, as a base, certificated air 
coach grew almost tenfold by 1952; irregular air conch multiplied more than 
2.5 times; and total air coach expanded more than fivefold. 

During the same period, the volume of first-class domestic air traffic increased 
51 percent. Thus the rate of growth of air coach was almost nine times that 
of first-class traffic. In consequence of the stimulus provided by air coach, 
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the growth of total domestic air traffic during the 4-year span was 86 percent. 
The relevant figures are set forth in the tabulations below : 


{Million revenue passenger miles] 


Total 
domestic RCS 
trunk 


Total |Certificated| Irregular 


1946 15, 941 5, 941 | (?) 

1947 | 6, 063 6, 063 (*) 

1y48 15,815 5, 870 @) } 
144 6, 988 6, 361 627 | 
1950 &, 438 6, 767 1, 671 
1951 _. ; 11, 106 9, 004 2, 102 
1952 13, 001 9, 610 3, 391 


| Excludes irregular coach, for which authoritative data are not available. 
? Not available. 


Source: Table 7, 
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CHART B 


Air coach is the truly dynamic factor in 
domestic aif GFW cae ot crn passenger miles, |949=106) 


——-total ——first class -----air coach 


index 600 














SOURCE Based on CAB deta 


{Index of revenue passenger-miles, 1949= 100] 


i 

Total | Coach 
Rene L FOR Pe ee ee 

trunk Total Certificated| Irregular 


100 100 100 | 100 
106 267 424 162 
141 335 511 220 
151 ‘Al 965 22 
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(b) Not only has domestic air coach been the truly dynamic element in air 
growth, it has been by far the fastest growing element in the entire intercity 
passenger transport picture in recent years. 

In its rate of growth, domestic air coach has far outstripped domestic 
standard fare air travel; rail coach travel; rail pullman travel; imtercity bus 
travel; and travel by private passenger car. This is clearly shown in the tabula- 
tion below: 











Percent change over previous year in 
intercity passenger miles traveled 












1950 1952 





Domestic a ( 












ir « 166. 5 25.8 | 61.3 
Domestic standard fare 6.4 33. 1 6.7 
Rail coach —14.0 | 11.0 2.4 
Rail pu an —.1} 9.5 —4.5 
Intercity bus —5.0 | 9 —4.0 
Auto trips (over 50 miles 6.5 12.5 6.0 


Total intercity passenger traffic (over 50 miles 











2.9 11.8 4.7 


1 Excludes comm 







Source lables 2, 7,8 

From 1949 to 1950, domestic air coach traffic registered an increase of 166.5 
percent over that of the previous year. The next largest increases were regis- 
tered by private passenger car at 6.5 percent and first-class air at 6.4 percent. 
Rail coach, intercity bus, and rail pullman all showed decreases from the pre- 
vious year. From 1950 to 1951, first-class air registered an increase of 33.1 
percent, showing a larger rate of growth than did domestic air coach with 25.8 
percent in that year. Again the air services far outgained competitive travel 
modes. From 1951 to 1952, however, domestic air coach was far in 












advance 
of the field with a traffic increase of 61.8 percent over that of the previous year. 
‘The next largest gain was that reported by first-class air with 6.7 percent. 

(c) The volume of air traffic achieved by domestic air conch thus far only 
begins to suggest the tremendous growth potential of this fastest growing and 
most dynamic travel mode. (See chart C.) 

it is not proposed here to offer a definitive projection of the growth in domestic 
air coach travel within the overall domestic trunk air totals of 17.5 billion, 
26.4 billion and 52.8 billion revenue passenger-miles previously projected for the 
years 1955, 1960, and 1975 respectively. It might quite reasonably be expected, 
however, that by 1975 domestic air coach travel may increase tenfold as com 
pared with the 1952 level of 3.4 billion revenue passenger-miles, while first-class 
air travel may approximately double during the period. These relative rates 
of growth are suggested by the relative growth rates of air coach and first-class 
air travel in recent years. They are also suggested by the examination of the 
air growth potential which was made previously in section II (11) (i). 

In that analysis of the air penetration potential at 1952 rates of travel it was 
indicated that total domestic air might draw some 5.6 billion revenue passenger- 
miles from rail pullman, some 3.2 billion from rail coach, some 1.6 billion from 
intercity bus, and some 6.4 billion from private passenger car, for a total of 16.8 
billion revenue passenger-miles from the several competing travel modes. Of 
the more than 11 billion revenue passenger-miles which it was indicated could 
be diverted from rail coach, bus, and private passenger car at 1952 levels of 
travel, it seems quite clear that the great preponderance of that traffic would 
go to air coach, rather than to first-class air. Only air coach is in a position 
to be competitive pricewise with these travel modes. It would seem probable 
that a very sizable proportion, or perhaps the major proportion of the 5.6 billion 
revenue passenger-miles that would be diverted from rail pullman would go to 
first-class air. At the same time it would appear almost certain that a signifi- 
cant portion of pullman traffic would also be diverted to air coach. Thus the 
realization in future years of the air coach penetration potential indicated at 
1952 levels of travel would suggest an increase of 10 or 11 billion revenue pas- 
senger miles to the 1952 volume of air-coach travel of 3.4 billion, bringing it to 
a total closely approximating 14 billion revenue passenger-miles. 

It should be clear, however, that this projected quadrupling of air-coach 
volume is related to a total air potential of about 30 billion revenue passenger- 
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CHART C 


Domestic air growth to date has just begun to 
tap its long term potential —totaiatrity atta dnt 








"estimated 


SOURCE: Based on CAB and |.CC. end other sources 


wiles at 1952 levels of intercity travel. Stepping up the total volume of domestic 

* traffic from some 30 billion revenue passenger-miles to the 52.8 billion reve- 
ue passenger-miles projected for 1975 would allow for a still further substan- 
tial increase in air-coach growth in the added increment of some 23 billion 
revenue passenger-miles, 

The remarkable rate of growth in domestic air-coach service which has 
already been achieved has occurred despite the many restrictions which have 
been placed on operations by the irregular carriers, despite highly incon- 
enient and discriminatory flight schedules provided in air-coach service by 

‘certificated airlines, despite the absence of coach service on many important 
routes and segments, despite the failure of the certificated airlines to promote 

r coach aggressively, and despite the noncompetitive pricing of certificated air 
coach services, 
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3. The full realization of the great potential for air-coach travel is of vital 
importance to the needs of our commerce, to the development of a sound, eco- 


nomic and ef-cient air transportation system at reasonable prices, and to the 
national defense 


(a) The domestic commerce consists of the exchange of goods and services 
involving the movement of goods and persons. The transportation of goods and 
of persons is a vital component of that commerce, and must contribute to it 
in major degree. Our domestic commerce cannot grow except as transportation 
grows With it. Throughout our history, the introduction and development of 
new transport modes facilitating the movement of goods and persons at faster 
speeds and at lower costs has been an indispensable feature of our economic 
growth. 

Our anticipations of continued growth in the total commerce and the gross 
national product of the United States are based not only on anticipated popula- 
tion growth but also on the continuation of historic increases in productivit) 
These productivity factors must continue to be operative throughout our economy, 
including the transportation sector. As applied to the air transport field, they 
depend implicitly on the continued development of air coach, which alone can 
offer passenger air transport service at fares attractive to a mass volume mar- 
ket. It is unquestionable that our domestic commerce will grow faster and 
larger with the full realization of the air-coach travel potential. To the extent 
that the realization of the air-coach travel potential is delayed or limited, 
the development of our domestic commerce will be retarded correspondingly 

(b) The development of a sound, economic and efficient air transport system 
at reasonable prices is also dependent on the realization of the great growtl 
potential of air-coach transportation. It is the industries catering to the mass 
market at low prices which comprise the backbone of the American economy, 
bringing to it sound economic health, efficiency of operations, and satisfaction 
of the needs of the consuming public. 

The rapid development of air coach will make for a sound, economic and 
efficient air-transport system because the greater production of planes will 
reduce equipment costs; because it will make for increasing airmindedness and 
support of air transportation by the traveling public; because it will permit 
the design of planes especially adapted to their intended use as in case of the 
specially safety-designed DC-6b’s which North American Airlines have placed 
on order), thus improving performance, safety, and costs; because it will 
encourage even higher load factors with resulting operating economies; and 
because, with high load factors, facilities, equipment, and personnel will be 
operating at the lowest possible unit costs in relation to services performed, 
with resulting fare advantages for the traveling public. 

(ec) The rapid development of air coach will promote the national defense 
because a volume market means more planes in the air; more trained personne! 
on the ground and in the air; the development of more flying aids, airports 
and navigation equipment; more airmindedness on the part of the public; more 
know-how in low-cost volume carriage; and the accelerated development of 
planes designed for density seating, heavy loads, and economic operations which 
can support military operations whenever necessary in the national defense 

The contribution which commercial air transport can make to the national! 
defense of the United States was well illustrated in the Berlin and Paciti 
airlifts, in which, incidentally, the so-called irregular carriers played a major 
part, as is shown in table 18. Hundreds of thousands of military passengers 
and hundreds of thousands of tons of military cargo were carried by the 
commercial airlines both at home and abroad in recent years. The significance of 
this contribution cannot be overestimated. (See chart D.) 

The size of the potential contribution which a vastly expanded air-coach 
service can make to the national defense was vividly illustrated in recent 
weeks by a plan for the mobilization in the event of a national emergency ot 
some 270 DC-3 transport airplanes proposed by Mr. J. B. Lewin, president of 
the North American Air Coach Systems, Inc., as reported by the Associated 
Press March 22, 1953. Mr. Lewin pointed out that the 270 DC-3’s belonging 
to nonscheduled airlines and currently omitted from emergency plans are 
sufficient to “‘move a modern division from coast to coast overnight, or to meet 
the entire domestic blood and plasma transportation problem in the event of a 
saturation attack on this Nation.” The full realization of the growth potential 

of domestic air-coach services would enhance enormously this presently realizable 
contribution to the national defense. 
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The flexible airlift capacity of the irregular carriers 
has been a vital factor in the defense of the U.S.A. 
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Finally, it may be pointed out that the Department of Defense is keenly aware 
of the dependence of national defense on the commercial air transport reserve, 
and on the presently noncertificated carriers, as is evidenced by the official letter 
cited below : 

“The basic interest of the military services is, of course, in the availability 
of suitable airlift, at the lowest reasonable price, in order to satisfy peacetime 
military traffic requirements, and to establish an adequate air transport reserve 
for mobilization purposes. The experience of the military services since the 
end of World War II has shown that the scheduled mail carriers, due to their 
commitments to render adequate service to their certificated points, are not as 
flexible in meeting the plane-load requirements of the military in emergencies 
as are the principal nonscheduled air carriers. 

“Because of the anticipated wartime deficit in military air transport lift, the 
Department of the Air Force encourages action by the civil agencies of the 
Government to develop new markets of travel and commerce, and to expand 
the civil air transport industry. It recognizes that the regulation and promotion 
of the air transport industry is a function of the Civil Aeronautics Board and 
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the Civil Aeronautics Administration. The Department has always favored 
the development by private competitive enterprise of United States domestic 
and international civil air carrier operations on a sound economic basis, subject 
to reasonable Federal regulation. 

“It is contemplated that over the next few years there will continue to be a 
military need for commercial air transport services for both cargo and passen- 
gers, in addition to the ordinary purchase of individual trips on scheduled 
flights in regular commercial service. Because of the many unknown factors 
involved, however, it is not possible at this time to predict these needs in terms 
of definite measurements of lift over substantial periods of time. Perhaps the 
best measure of these needs is the extent to which the military have made use 
of the services available during recent years, as shown in the data furnished to 
the Board in our letter of February 18, and subsequent letters.” (Extract from 
May 20, 1952 letter from E. V. Huggins, Assistant Secretary of the Air Force, 
to Donald W. Nyrop, Chairman, Civil Aeronauties Board.) 


4. The full development of domestic air-coach travel cannot and should not bi 

reserved to the presently certificated carriers. 

(@) It would be a serious mistake in economic policy and practice to reserve 
the future of air-coach development solely to the presently certificated airlines 
To do so would be to lose for this industry the dynamic benefits which only 
competition—the driving force of our economy and the key to the American 
system—can bring. Additional competition is necessary to insure the vigorous 
exploitation of the air-coach market, and to introduce more and better air-coach 
service faster and at lower rates for the mass traveling public. The presently 
certificated airlines have demonstrated a reluctance to enter into the air-coach 
field until they were pressed to do so by the competition of the irregulars. They 
have viewed air-coach development as being fundamentally in conflict with their 
interests in first-class air traffic. They have consciously soft-pedaled promotion 
of the air-coach field. They have used air coach primarily to stimulate traffic 
on off-peak-hour flights, rather than as a major air-travel mode worthy of 
independent and coordinate development with first-class air travel. It seems 
clear that only through the competition of carriers not presently certificated 
can the necessary stimulus to adequate air-coach development be assured. 

In this connection, it may be well to clarify just what competition and free 
enterprise really involve. 

“In the furore of conflicting propaganda and the millrace of recent events,” 
one authoritative economic observer has written, “the primary facets of the 
concept of free enterprise have sometimes been lost to view.” (20th Century 
Economic Thought, edited by Glenn E. Hoover, 1950; ch. 13, Preserving Free 
Competitive Enterprise, by Theodore J. Krebs.) The author goes on to state, 
“Free enterprise is not a private prerogative nor right but a public privilege 
open toeveryone. The free enterprise system in no way confers special dispensa- 
tion upon a few self-styled entrepreneurs such that they acquire an exclusive 
or vested right to a profit. A right implies a correlative duty on the part of others 
to make sure that a profit is made. No such right or protected liberty exists. 
What is vouchsafed is the opportunity or exposed liberty to make profits utterly 
dependent on the free cooperation and patronage of the general public.’ 

“Free enterprise stipulated that there shall be freedom of entry for every 
citizen whether singly or associated in groups. Both as individuals and as 
groups the public is guaranteed the freedom to use whatever method of obtaining 
goods and services yields maximum quantity and quality at lowest cost in 
terms of natural and human resources. 

“Perhaps an illustration will be helpful. A traveler seeking to reach a destina- 
tion with maximum dispatch enjoys full freedom of movement only if he is at 
liberty to hire and use in whetever measure he can pay for and feels desirable 
any and all means of available transportation, private and public. If some 
special interest group, or government in the absence of overriding public interest, 
should seek to restrain or make impossible the use of one or other mode of 
transport, it would be denying basic freedom of enterprise. * * * 

“The free enterprise system is one of consumer sovereignty, not producer 
privilege. The public is sole judge. All forms of business organization exist 
at the pleasure of the public, particularly so the corporation which receives 
not only all its powers but its very existence by publie grant. 


™The analysis here follows the classic exposition by Prof. J. M. Clark, Social Control 
of Business (McGraw-Hill, 1939, pp. 82—86). 
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The critical question is, What best safeguards the liberties of the people 
nd gives them the most for their money? Genuine freedom of entry for all 
es of private and public business organizations to demonstrate their compe 
ce, a fair field for all without fear or favor—these are the essentials 
- * * * * * - 
“* * * both in economic theory and in fact, competition works effectively as 
regulator of economic affairs only when there is real freedom of entry together 
th a sufficient number of independent firms or other competitive factors such 
hat producers diligently vie in cutting prices and improving quality or other 
rvices to the sovereign consumer, and actively bid for and utilize all the suitable 
material and human resources available for creating output. 
a * a 1 * +. * 


‘Even without the use of monopolistic tactics, the problem of actual as opposed 
to theoretical freedom of entry is most difficult not only for those of small means 
but for competitors of considerable financial strength. The heart of the problem 
was stated by Judge Learned Hand in rejoinder to the contention of the Alu- 
minum Corp. of America that it ‘never excluded competitors’ in the following 
words: ‘we can think of no more effective exclusion than progressively to em- 

race each new opportunity as it opened, and to face every newcomer with new 
capacity already geared into a great organization, having the advantage of experi- 
ence, trade connections, and the elite of personnel.’ ” 

It would be difficult to find a clearer exposition of the essential character and 
values of a free, private, competitive enterprise system. It will be noted that 
the quotation underscores the facts that freedom of entry is an essential com- 
ponent of a free enterprise system, and that competition can work effectively as 
a regulator of economic affairs only when there is real freedom of entry. 

(b) The economic character of the air transport industry is such that it calls 
for regulated competition and regulated freedom of entry, rather than unre- 
stricted competition and unfettered freedom of entry. The economic character 
of the industry is not such, however, as to call for regulated monopoly rather 
than regulated competition and a “closed shop” rather than regulated freedom 
of entry. 

There are economic situations which call for regulated monopoly. These are 
the traditional public utilities, notably railroads, telephone communications, 
municipal water, gas, and electric supply, and municipal transit. In these fields 
it has been found both efficient and socially desirable to create monopolies by 
public franchise, subject to close scrutiny and regulation by public bodies created 
for that purpose. In general, these enterprises require such massive investment 
in facilities as to make unnecessary duplications of facilities excessively costly 
and inimical to low cost operation. Further, the nature of the operations involved 
is such that invariably a greater volume of operations is accompanied by sharply 
decreasing unit costs of service, with the possibility of continually lower rates 
to the consumer. These indeed are the very factors which make their public 
utility status efficient and socially desirable. 

None of these basic economic conditions prevails with respect to the air trans- 
port industry. Investment in facilities and operating equipment is relatively low 
in relation to gross operating revenues, as compared with the natural public 
utilities. The duplication of operating facilities is necessary, rather than waste- 
ful. Perhaps even more important is the fact that economies arising out of 
size and volume of operations in the air transport field do not resemble those 
which prevail in the case of the natural public utilities. In fact, once moderate 
size has been attained, a larger scale of operations does not result in operational 
economies with possibilities for rate reductions to consumers. 

At the same time, the conditions which prevail in the air transport industry 
are not such as to warrant, in economie terms, free and unfettered private enter- 
prise and freedom of entry. Competition in the airline industry could become 
excessive, with deleterious effects on the public interest and on the taxpayer and 
consumer as well. Unfair competition could develop. The economie soundness 
of the industry could be seriously weakened. The national interest in the devel- 
opment of a sound and efficient air transport system could be adversely affected. 

It seems quite clear, therefore, on economic grounds that regulated competi- 
tion and restricted freedom of entry must be considered pertinent to the air 
transport industry. In this respect, an analogy may perhaps be drawn to taxi- 
cab operators in a large municipality. AS a m-:*ssary and integral part of 
municipal transport systems, the taxicab indus. is affected with a public 
interest. Free and unrestricted entry might result in excessive competition 
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and in a chaotic and unsound transportation system. That is why large munici 
palities have found it desirable to regulate the number of new entrants to the 
taxicab industry, as well as to regulate the conditions under which they may 
operate and the fares they may charge the consumers. The limitations thus 
imposed upon freedom of entry, however, and upon freedom of competition, 
are designed to protect the public interest rather than to reserve whatever 
growth potential may exist for that industry in that community to the already 
licensed operators. 

(c) To reserve the tremendous growth which must be anticipated in domestic 
air traffic to the presently certificated carriers would constitute, in the words of 
the Select Committee on Small Business, United States Senate, “the implied 
grant of a perpetual monopoly.” The Senate committee said, in its annual 
report for 1952, page 253: “* * * the Small Business Committee is concerned 
with the more fundamental problem of the implied grant of a perpetual mon 
opoly to the existing large carriers of any new development in air transportation. 
Air-coach service, 5 years after it was pioneered by the irregular airlines, is 
now accepted as a sound development. But those who developed it will not 
be allowed to reap the rewards. Instead, this market is to be turned over to 
the large airlines. 

“Throughout your committee’s report are other instances where Government 
policies and regulations are fostering monopoly. Here is yet one more clear 
example whereby a Government agency is overruling the natural economic 
forces at work and eliminating the opportunity for new enterprises to come 
into the field by creating in effect a new product or service. Certainly if this 
tendency is allowed to permeate the executive branch of Government, the op- 
portunity of enterprise will be lost and our economy will be in danger of becoming 
static.” 

In this connection it may be kept in mind that throughout the postwar period 
approximately two-thirds of the total volume of domestic trunk air traffic has 
been carried by the Big Four—American, Eastern, TWA, and United Air Lines. 
To reserve the future development of domestic air transport to the presently 
certificated airlines is equivalent to saying that, of the almost 40 billion revenue 
passenger-mile expansion anticipated between now and 1975, fully two-thirds 
of that tremendous growth shall be staked out now by the Government as a 
private preserve for the Big Four, This would be fostering monopoly with a 
vengeance. 

(d) Additional competition in the airline industry, it has frequently been as- 
serted, would increase the necessity of subsidy payments by the Government 
to the certificated airlines and thus impose additional burdens on the American 
taxpayers. On the contrary, it is quite possible that additional competition 
would have exactly the opposite effect. There is some ground for concluding that 
it has been the lack of such competition which in the past has resulted in un- 
necessary subsidy payments by the Government to the certificated carriers. 

So long as the certificated carriers could operate without outside competition, 
and with the knowledge that Government subsidies would be available to provide 
them with assured profits irrespective of the energy they displayed, or failed to 
display, in developing and exploiting their potential markets, there was every 
incentive for the airline managements to “play it safe,” to cater to a narrow and 
high-priced market, and to defer aggressive exploitation of the mass market 
potential. It is quite likely that vigorous action by the airlines in these direc- 
tions would have yielded them far greater operating revenues and profits during 
the postwar period, and saved the Government hundreds of millions of dollars 
in subsidies paid. 

(e) If reserving the field of domestic air-coach development to the presently 
certificated airlines could be expected to result in substantially decreased costs 
of operation, and in fare decreases to the traveling public, this would provide a 
serious economic basis for consideration of such a policy. This, however, is 
not the case. In marked contrast to most industries, an increase in size of 
company operations in the air transport industry, once a moderate scale of 
operations has been attained, does not result in any significant reductions in 
operating costs. In support of this conclusion, there follows below a quotation 
from an article by Harold D. Koontz, professor of business and transportation, 
School of Business Administration, University of California, entitled “Domestic 
Air Line Self-Sufficiency,” which appeared in the American Economic Review, 
March 1952, pages 109-111, 114, and 117: 

“The wide disparity in size, along with the circumstance that only in the 
ease of the four largest airlines are profits at all good, would seem to make a 


ee -— - - -— - . 
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clear case that the lower costs normally attributed to size are of controlling 
iportance in the airline industry. But, strangely enough, the facts do not 
istify such a conclusion. While there are certain economies in size, and while 
he four very small airlines are certainly higher cost airlines thap the others, 
he answer is not to be found in the economies of size. 

“Utilizing cost per available ton-mile* as the best single gage of airline cost 

f production, the principal expense classes of airline costs have been calculated 

r the 16 carriers for 1949 and summarized in table III. As will be noted, the 

ittern of costs, as related to size, is not conclusive, except in the case of the 

nallest 4 to 6 airlines. Taking total operating expenses per available ton- 
ile or direct operating expenses (those directly related to the flying of aircraft) 
er available ton-mile, there is little to choose, costwise, between the 4 large 
irlines and at least the next 6 airlines of lesser size. It is interesting to find 
that (1) the lowest cost airline was National which had only 10 percent of the 
evenues of American; (2) even smaller Midcontinent had the lowest direct- 
maintenance cost in the industry: (8) in most of the expense categories the 
iedium and medium small airlines did equally or almost as well as the large 

rline.” (See table 19.) 

* me * * = 7 - 

“Thus, for most of the airlines, the cost experience of 1949 does not support a 
strong case for the existence of important economies of size over a wide range 
of plant sizes. Only the four very small airlines appear clearly to be at a serious 
cost disadvantage on account of their size. Although only 1949 costs are used 
to illustrate this fact, analysis of records in other recent years would not show 
essentially different results. 

“On the basis of the evidence presented for 1949 and 1950 and on the basis of 
the well-known record of airline profits during World War II and the current 
Korean defense boom, one finds that the most important single factor explaining 
airline financial self-sufficiency is the revenue load factor. As will be noted 
from table V, all of the four largest airlines except Eastern enjoyed, during 
both 1949 and 1950, load factors considerably higher than the other trunkline 
carriers with the lone exception of Inland’s load factor in 1949. The significance 
of the revenue side of the airline picture is even clearer when it is realized that, 
in 1949, every airline except the four very small airlines would have earned a 
profit, after mail pay adjustment, if each had enjoyed the load factors of Ameri- 
can, United, or Trans-World. And in 1950, every airline, without exception, 
would have shown a moderate to large net operating income had it been able to 
operate with American’s revenue load factor. Interesting, too, is the fact that in 
1949, National alone, in addition to Eastern, could have made a profit, after mail 
pay adjustment, on Kastern’s actually experienced load factor. In 1950, however, 
due both to Eastern’s higher load factor and to noteworthy improvements in 
their breakdown load factors, National, United, Delta, Braniff, and Inland 
would have been in the black with Eastern’s load factor. 

“In any case, examination of total load factors and passenger load factors 
indicates that the real answer to the financial success of certain carriers is in 
their ability to sell a higher percentage of ton miles or seat miles produced. 
although it must be admitted that inspection of breakeven load factors brings 
out again the fact that significant differences in costs of production exist—and 
that only within broad limits are they related to size. The ability to operate at 
relatively high revenue load factors is not believed to be due to sales promotion or 
to outstanding service differences, but rather to the size and density of the 
market facing the domestic air carriers.” 

Professor Koontz’ analysis makes it quite clear that the really important 
factor affecting costs of operation in the air transport business is not the size 
of the company and the scale of its operations, but rather the load factor at 
which it operates. Table 19 sets forth the factual basis for his findings. In 
this table the operating expenses of the 16 trunklines in 1949 are set forth by 
category of expense, in cents per available ton-mile. For the 16 trunklines as a 
whole, the average total operating expense per available ton-mile was 28.7 


*The cost per available ton-mile is the expense involved in offering for sale 1 ton of 
weight carried for 1 mile. It is calculated by dividing expenses by the average weight 
available in airplanes multiplied by the number of miles traveled. The available ton-mile 
should be distinguished from the revenue ton-mile which is that portion of available ton- 
miles of service sold for revenue. Costs of production in the airline business generally vary 
—_ directly with the available ton-mile than with any other statistical measurement of 
service. 

* The percentage of available ton-miles actually sold. 
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cents. The costs of the four largest airlines—American, United, Trans-World, 
and Eastern—show no noticeable improvement, whether in total or by indi- 
vidual category, when compared with the medium sized airlines like Northwest 
and Capital, or with the medium small airlines like Delta, Braniff, and National. 
In fact, Northwest, Capital, Delta, National, and Braniff all show lower costs 
than does TWA. National, which ranks eighth in the group of 16 carriers in 
terms of the number of available ton-miles flown, ranks first (lowest) in terms 
of cost. Even a very small airline such as Continental shows total operating ex- 
penses per ton-mile nearly as low as those of TWA. 

Comparable data to those in the Koontz table, for the years 1951 and 1952, 
uppeared in Aviation Week (April 20, 1953) and are shown in the table below. 

They confirm Koontz’ findings. 


lirlines’ unit costs (domestic operation) 


Available ton-mile Revenue ton-mile 


Operating expense per _ . —_ | 


Cents 
American ! ‘ 29 
TWA , d 31 
Eastern ! : 22 
United ! 26 28 
Braniff : 38 
Capital. -.- 26 
C.&8. ; 33 
Delta. - 27 
National ! ‘ 2 28 
Northwest_. d 32 
Western ___- F 29 
Colonial 36 39 
Continental 3: 34 
Northeast 48 





System consolidated. 


Source: Aviation Week, Apr. 20, 1953, p. 80. 


It is quite clear from the economic point of view that there is nothing to be 
gained by way of cost reductions by permitting the already large companies in 
the air-transport industry to become larger. There is, however, a great deal 
to be gained from the economic point of view by encouraging the development 
of air-coach transportation, since the higher load factors which may be expected 
to result therefrom are the very factors which make for lower costs and enable 
the results of those savings to be passed on to consumers in the form of lower 
prices. 

(f) The very cost analysis shown above, as well as the competitive record 
of the irregular airlines, demonstrate that there is no mysterious know-how 
possessed by the certificated airlines which makes them better able to render 
air-coach service to the traveling public. On the contrary, the know-how with 
respect to aggressive promotion and vigorous exploitation of the mass trans- 
portation market, with respect to developing highly economic load factors, and 
with respect to low-cost operations, rests primarily with the irregular airline 
operators who have pioneered this field and who, in spite of great difficulties, 
have successfully done the job. 

(g) It has been argued that the presently certificated airlines should be 
protected from additional competition because the very substantial profit they 
earn on their long-haul business where the additional competition would become 
effective is necessary to cover their relatively unprofitable operations on short- 
haul business. This argument seems to extend to the further position that the 
presently certificated airlines should have reserved to them the total growth 
anticipated on the long-haul routes, and for the same reason. The questions 
raised here are, of course, aspects of the so-called “skimming the cream” 
argument. 

The facts do not bear out these contentions. As is demonstrated elsewhere in 
this exhibit, the presently certificated airlines have been faced with a consider- 
able degree of competition hy irregular carriers on the densely trafficked long- 
haul routes. The certificated carriers have increased their total traffic, their 
standard-fare traffic, and their air-coach traffic on these routes in very sub- 
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intial degree. They have made very substantial improvements in their earn- 
ngs and financial resources as well, and relieved the Government of the neces- 

ty of subsidy payments, all during this same period of competition by the 

regular carriers on the long-haul routes. For the same reasons, the contention 
hat the certificated carriers need to have reserved for them the full measure 

f traffic increase anticipated on the long-haul routes is likewise fallacious. 

However, to the extent that it may be considered that a real problem is in- 
volved in these contentions, the solution proposed by the certificated carriers, 
namely, the exclusion of additional competition, would not be a sound one, in 
conomic terms. If the certificated airlines find their short-haul business un- 
profitable or relatively unprofitable, and if this traffic needs to be subsidized, a 
dubious proposition, then this problem should be faced up to directly, and in its 

wn terms. If sound policy were to dictate that unprofitable or relatively un- 
profitable short-haul operations by domestic airlines should be subsidized, then 
the area of subsidy should be clearly defined, and the decision to subsidize should 
be made in relation to the specific problem concerned. To take the position, 
however, that the certificated airlines should be permitted to make excessive 
profits on their long-haul business completely protected from outside competition 
on that business, in order to subsidize their short-haul operations, would be to 
conceal the essential nature of the problem, if it indeed exists at all, and to re- 
quire subsidy to be paid by the travelers whose business compels them to travel 
the longer distances. It would also perpetuate an inequity on those presently 
uncertificated carriers who are being excluded from the opportunity to engage 
in air transport because the presently certificated airlines are being so protected, 
and because the short-haul subsidy is being concealed. 

The real answer to the problems as posed is that the way to get maximum 
traffic and revenue on the long-haul routes is through increased competition, 
lower fares and the vastly increased volume of business that would result 
therefrom. 

(kh) There is yet another aspect of the so-called “skimming the cream” argu- 
ment which warrants examination here, and which may be simply stated. It is 
not the so-called irregular airlines who have been “skimming the cream” of 
demand. It is rather the high fare certificated carriers who have done so through 
the years. (See chart EB which is based on income distribution table appearing in 
section IIT). 

The reasons for this contention are set forth very clearly in the following 
quotations from an article by Mr. Joel Dean, Pricing Policies for New Products, 

the Harvard Business Review for November 1950. The application of the 
entire argument to the airline situation is made by the author himself in the last 
paragraph of the quotation. 

“The strategic decision in pricing a new product is the choice between (1) a 
policy of high initial prices that skim the cream of demand and (2) a policy of 
low prices from the outset serving as an active agent for market penetration. 
Although the actual range of choice is much wider than this, a sharp dichotomy 
clarifies the issues for consideration. 

“Skimming price.—For products that represent a drastic departure from ac- 
cepted ways of performing a service, a policy of relatively high prices coupled 
with heavy promotional expenditures in the early stages of market development 
(and lower prices at later stages) has proved successful for many products. 
here are several reasons for the success of this policy: 

(1) Demand is likely to be more inelastic with respect to price in the early 
stages than it is when the product is full grown. This is particularly true for 
consumers’ goods. A novel product, such as the electric blanket or the electric 
pig, is not yet accepted as a part of the expenditure pattern. Consumers are 
still ignorant about its value as compared with the value of conventional alterna- 
tives. Moreover, at least in the early stages, the product has so few close rivals 
that cross-elasticity is, on the other hand, quite high, particularly for products 
with high unit prices such as television sets. Since it is difficult for the customer 
to value the service of the product in a way to price it intelligently, he is by 
default principally interested in how well it will work. 

“(2) Launching a new product with a high price is an efficient device for 
breaking the market up into segments that differ in price elasticity of demand, 
The initial high price serves to skim the cream of the market that is relatively 
insensitive to price. Subsequent price reductions tap successively more elastic 
sectors of the market. This pricing strategy is exemplified by the systematic 
succession of editions of a book, sometimes starting with a $50 limited personal 
edition and ending up with a 25-cent pocket book. 
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CHART E 


"Skimming the Cream’ of economic demand 
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“(3) This policy is safer, or at least appears so. Facing an unknown elasticity 
of demand, a high initial price serves as a “refusal” price during the stage of 
exploration. How much costs can be reduced as the market expands and as the 
design of the product is improved by increasing production efficiency with new 
techniques is difficult to predict. One of the electrical companies recently intro 
duced a new lamp bulb at a comparatively high initial price, but with the an 
nouncement that the price would be reduced as the company found ways of cutting 
its costs. 

“(4) Many companies are not in a position to finance the product flotation out 
of distant future revenues. High cash outlays in the early stages result from 
heavy costs of production and distributor organizing, in addition to the promo 
tional investment in the pioneer product. High prices are a reasonable financing 
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chnique for shouldering these burdens in the light of the many uncertainties 
wut the future.” 
Che alternative policy (in pricing a new product) is to use low prices as the 
ncipal instrument for penetrating mass markets early. This policy is the 
verse of the skimming policy in which the price is lowered only as short-run 
snepetition forces it [italics added]. The passive skimming policy has the virtue 
safeguarding some profits at every stage of market penetration. But it pre- 
ents quick sales to the many buyers who are at the lower end of the income scale 
the lower end of the preference scale and who therefore are unwilling to pay 
vy substantial premium for product or reputation superiority. The active ap- 
oach in probing possibilities for market expansion by early penetration pricing 
equires research, forecasting, and courage. 

A decision to price for market expansion can be reached at various stages 

a product’s life cycle: Before birth, at birth, in childhood, in adulthood, or in 
enescence. The chances for large-volume sales should at least be explored 

the early stages of product-development research, even before the pilot stage, 
verhaps with a more definitive exploration when the product goes into production 
nd the price and distribution plans are decided upon. And the question of 
ricing to expand the market, if not answered earlier, will probably arise once 
nore after the product has established an elite market. 

“Quite a few products have been rescued from premature senescence by pricing 
hem low enough to tap new markets. The reissues of important books in the 
5-cent pocket-book category illustrate this point particularly well. These have 
yroduced not only commercial but intellectual renascence as well to many authors. 
he pattern of sales growth of a product that had reached stability in a high-price 

arket has been known to undergo sharp changes when it was suddenly priced 
ow enough to tap new markets. A contrasting illustration of passive policy is 
the recent pricing experience of the airlines. Although safety considerations and 
differences in equipment and service cloud the picture, it is pretty clear that the 
bargain-rate coach fares of scheduled airlines were adopted in reaction to the 

it rates of nonscheduled airlines. This competition response has apparently 
established a new pattern of traffic growth for the scheduled airlines.” Source: 
Pricing Policies for New Products, Joel Dean, Harvard Business Review, Novem- 
ber 1950. (Mr. Dean is a partner in Joel Dean Associates, management con 
sultants ,and a professor of business economics at Columbia University. He was 
formerly executive secretary of the conference on price research of the National 
Bureau of Economic Research and has also been associated with McKinsey & 
Co. aS management consultant. ) 

(i) The competition of the irregular airlines has forced the certificated air 
ines to lower their fares for first-class service and/or to introduce coach oper: 
tions. Continued progress along these lines can be insured in the future only 
f these competitive pressures are maintained. 

The effect of these competitive pressures is clearly illustrated in chart F and 
table 20 which tell the story of what happened on the Anchorage-Port 
and, Chicago-Miami, Chicago-San Francisco, Fairbanks-Seattle, New York- 
Detroit, New York-Los Angeles, New York-San Juan, and the San Francisco-Los 
\ngeles routes. In each case, the story told covers the years 1948 through 1951 
by quarter. All fares are rounded. 

On the Anchorage-Portland run, irregular coach started at a fare of $70 and 
dropped to $60. The certificated carrier fare, initially $128, was brought down 
eventually to $97. On the Chicago—Miami run, irregular coach fare started at 
$42 and ended with fares of $44 and $48. The certificated carrier raised its 
fare from $72 to $79, but was compelled to introduce a coach service with a 
$55 fare. On the Chicago—San Francisco run, irregular coach operated at $79 
as compared with standard fare service at $114. By 1951 the certificated carriers 
had been forced to introduce a coach service at $85. On the Fairbanks—Seattle 
route, irregular coach came in at $100, as compared with the certificated standard 
fare of $130. Before long the irregular coach fare had been reduced to $70. 
Che standard fare services were brought down to $105 and finally dropped to $90. 

The same kind of influence is evident in the other routes illustrated. There 
can be no question about the contribution which the irregular coach made on 
hese runs in reducing fares on standard flights or in spurring the certificated 
carriers into introducing their own coach services. 

Finally, the position taken by the certificated airlines that additional competi 
tion would be injurious in its effects is firmly refuted by the actions of the 
airlines themselves. BOA exhibit 6 (Docket No. 5132) estimates, based on the 
iircraft operated as of December 31, 1951, and on the number of aircraft on 
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CHART F continued 


Irregular coach competition has forced lower fares 
and/or coach operations by certificated carriers 
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lirm order for future delivery, that available seat-mile capacity of the domesti 
air-transport industry in 1954 will be expanded to 25.2 billion passenger-seat 
miles. In other words, the certificated airline industry is sufficiently confident 
of the near-term growth development of domestic air transport to place orders 
for new equipment involving additional investments in the many, many millions 
of dollars, and an expansion of 47 percent in seat-mile capacity over the year 
ended September 30, 1952. 

The expectations of the airlines are evidently for continued and substantial 
growth increments in domestic trunk traffic. 

lor example, a recent statement by a leading representative of the certificated 
domestic airline industry predicted a decade of dramatic growth and achieve 
ment for the airline industry in general. In a statement marking the 25th 
anniversary of Eastern Air Lines, President Rickenbacker declared, according 
to the Associated Press, May 1, 1953,, that the accomplishments of the industry 
in the last quarter century certainly have been tremendous, but that these 
accomplishments “are nothing in comparison to what the next 10 years should 
hold for our company and the entire industry as well.” This statement strik 
ingly corroborates the forecast made in this exhibit that domestic trunk air 
travel will double its 1952 volume by 1960. 

Certainly this position does not square with the position so frequently taken 
that additional competition in the airline industry would be injurious to the 
public interest. It indicates, rather, an expectation of continued substantial 
growth, and raises only the problem whether that entire growth should be 
reserved to the airlines presently certificated, or whether participation in that 
growth should be permitted to those airlines which have pioneered in the ait 
coach field and which now are seeking the opportunity to participate further in 
that development. 


5. The development of domestic air coach to date has benefited the certificated 
carriers, and its further development in future will continue to benefit them 


(a) The sharp increases in domestic trunk air-coach trafliec in the postwar 
period have been accompanied by steady increases in first-class traffic as well 
as in total domestic trunk traffic by the certificated carriers. 

Authoritative data on domestic air coach for the years 1946, 1947, and 1948, 
as has already been pointed out, are not available. Domestic air coach did 
grow substantially, however, during this period. By 1949, total domestic air 
coach traffic reached the level of 627 million revenue-passenger-miles. This total 
increased by 1952 to almost 3.4 billion revenue passenger miles, an increase of 
141 percent. Within this total, the air-coach operations of the certificated car 
riers comprised a much larger part, and grew much faster, than did irregular 
air-coach traffic. Certificated air coach increased from 249 million revenue pas 
senger miles in 1949 to 2.4 billion miles in 1952, an increase of 865 percent 
Irregular air coach at the same time grew from 378 million revenue passenger 
miles to 989 million revenue passenger miles, an increase of 152 percent. 

It is significant to note that these increases in domestic air-coach traffic did 
not adversely affect the growth of first-class standard-fare traffic. Domestic: 
trunk standard-fare traffic of the certificated carriers increased from less than 
6.4 billion revenue passenger miles in 1949 to more than 9.6 billion revenue pas 
senger miles in 1952, an increase of 51 percent in the 4-year period. At the 
same time, the total domestic trunk traftic of the certificated carriers increased 
from more than 6.6 billion revenue passenger miles in 1949 to more than 12 
billion revenue passenger miles in 1952, an increase of 105 percent. (See chart 
G and table below.) 

These facts demonstrate clearly that postwar domestic air-coach growth have 
not adversely affected first-class traffic or the total traffic of the certificated 
domestic carriers. 
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CHART G 


Growth in domestic air traffic accelerated by 
coach service (Millions of revenue passenger miles) 
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9 Irregular coach was in operation during this period but authoritative data are not 
available, 
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[Millions of revenue-passenger-miles] 
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Source: Tables 4 and 5. 


(b) The certificated carriers have recorded substantial gains in traffic, in- 
cluding first-class traffic, even on those route segments where the irregular car- 
riers have conducted the major part of their operations; as in the case of the 
transcontinental and New York-Miami routes. 

Data bearing on this question are set forth in the tabulation below. 

[Thousands of revenue-passenger-miles] 








Certificated carriers ! 


Segments and period - == Irregular 


carriers 2 





Total | First class Coach 


New York-Los Angeles: 
March 1950 
March 1951 . . 
September 1951 __- 
March 1952 

New York-San Francisco: 
March 1950 
March 1951 _- 
September 1951 
March 1952 

New York-Chicago: 
March 1950 
March 1951 
September 1951 
March 1952 

Chicago-Los Angeles: 
March 1950___.. 
March 1951 
September 1951 
March 1952_. 

Chicago-Miami: 
March 1950 
March 1951 ‘ 
September 1951 
March 1952 

New York-Miami: 
March 1950 z 42,776 | 
March 1951 (?) 
September 1951 (3) 
March 1952 1 36, 166 

Total 6 segments: 
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1 Data are taken from CAB Airline Traffic Survey, which excludes coach mileage accumulated as combi- 
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The data show revenue passenger-miles carried by the certificated carriers in 
total, and for first class and coach separately, for March 1950 and March 1952 
on the following routes: New York-Los Angeles, New York-San Francisco, New 
York-Chieago, Chicago-Los Angeles, Chicago-Miami, New York-Miami, and the 
six routes or route segments combined. The tabulation also shows the traffic 
carried by the irregular airlines on these routes and segments in March and 
September 1951. While, unfortunately, strictly comparable data for the certifi- 
cated carriers and the irregular carriers are not available for the same time 
periods, the data on irregular carriage in March and September of 1951 are 
suggestive of the magnitudes of that traffic during March 1950 and March 1952, 
for which data on the certificated carriers are available. 

These figures demonstrate conclusively that over this 2-year span, and on 6 
specific routes or segments heavily traveled by the irregular airlines, the certifi- 
cated carriers increased their total traffic from approximately 117 million revenue 
passenger-miles to more than 153 million revenue passenger-miles. While the 
larger part of this increase was accounted for by increases in certificated carrier 
iir-coach operations, which rose from some 36 million revenue passenger-miles 
to more than 60 million revenue passenger-miles during the period, the first-class 
traffic of the certificated carriers also increased some 15 percent, rising from 
little more than 80 million revenue passenger-miles to almost 93 million revenue 
passenger-miles. These figures probably understate the real increase on these 
segments, as was indicated in footnote 1, above. 

(c) The certificated carriers have enjoyed an increasing measure of participa- 
tion in domestic air-coach development. 

After a long period of inactivity (1946-48), during which the irregular 
carriers pioneered the development of the domestic air-coach field, the certificated 
carriers made a sizable start in this field in 1949. Since that time, they have 
made vast strides in their air-coach operations. Since 1950, they have been the 
dominant factor in domestic air-coach traffic. This is clearly demonstrated in 
the tabulation cited in section III (e). 

(d) The domestic trunk traffic of the certificated airlines has shown improving 
load factors for both first-class and air-coach operations during the period of 
air-coach development. 

Despite the competition of air-coach operations both by irregular airlines and 
those of the certificated carriers themselves, the load factors for the first-class 
domestie trunk traffic improved appreciably from 1949 to 1952, as is shown in 
the tabulation cited in section III, 1 d. 

Load factors for first-class domestic trunk traffic increased from 59 percent in 
1949 to 65 percent in 1952. Load factors for certificated air-coach operations 
increased from 70 percent to 80 percent at the same time. Total load factors for 
certificated airlines’ operations increased from 59 percent to 67 percent during 
the same period. 

Detailed load factor figures for 7 leading airlines are also shown in table 17 
attached. 

(e) The development of air coach in recent years has not weakened the fare 
structure of the domestic certificated carriers. While the traffic carried by the 
certificated domestic trunk airlines was increasing during the years 1948-52, 
both in coach and in first-class standard fare operations, fare structures have 
been satisfactorily maintained. This is shown in the tabulation below. 


Certificated carriers: Passenger fare trends * 


(Cents per passenger-mile] 


Air domestic trunkline (average receipts per 
| passenger mile) ! 


Family 


b ee 
First class plan 


All classes 








! Data are for fiscal years ending June 30. 
? Including a minor amount of excursion and other special fares. 

’ Financial figure from CAB Recurrent Report of Financial Data, 
‘ Preliminary. 


Sources: CAB, Annual Report 1952; Recurrent Report of Financial Data, 12 months ending June 30, 1952. 
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It will be noted that first-class standard fares per passenger-mile for the 
domestic trunkline carriers rose from 5.4 cents in fiscal 1948 to 5.91 cents in 
fiscal 1949, the first year in which the certificated air carriers introduced air- 
coach operations on a significant scale. Since that time, first-class fares have 
declined very slightly. Tor fiscal 1952 the average fare per passenger-mile was 
5.75 cents. 

The tabulation also shows that average fares per passenger-mile for the so- 
called family plan increased very slightly during the period, as did air-coach 
fares on the certificated carriers, The growing importance of family plan and 
air-coach tratlic of the certificated carriers, however, had the effect of lowering 
somewhat the average revenue per passenger-mile of the certificated carrier for 
all classes of traffic carried, which declined from 5.82 cents in fiscal 1949 to 5.56 
cents in fiscal 1952. However, when compared with the average passenger 
revenue of 5.38 cents for all classes of traffic in fiscal 1948, the fiscal 1952 average 
shows a slight increase. 

(f) The period of air-coach development has been one of sharply increasing 
financial returns for the certificated domestic carriers. This is shown in the 
tabulations below, setting forth data on average stockholder equity earnings for 
stockholders, and stockholders return on investment for the period 1938 through 


the first 9 months of 1952. 


Common-stock returns on investment of domestic trunk lines, 1938-52 


| Average 
stock holder 
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Stockholders’ 
return on 
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20. (—1. 2) 
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38. 

48. 
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171. 
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250.3 | 33. 


4 
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2.8 
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7 
9 
9 
9 
5 
3 | 
8 
4 
1 
1 | 
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Summary ‘ 682.0 | 159. 


11938 omits Colonial, Continental, Eastern and Northeast, due to lack of comparable data. 
21952 nine months to September 30. 


Nors.—Earnings for stockholders is residual income after federal income taxes and payments on preferred 
stock. This tally does not include surplus adjustments, which would increase stockholder earnings, if 
shown, since many retroactive mail pay grants by CAB were reported, not as income, but as additions 
direct to the surplus account. 

Source: Airlines’ reports to CAB. From Aviation Week, March 9, 1953. 


From $20.7 million in 1938, stockholders’ equity multiplied approximately 12 
fold in the 14-year period. The only interruptions in the steady growth of 
stockholders’ equity in the domestic trunkline industry were in the years 1947 
and 1948. Since 1948, and during the period when the postwar development. of 
domestic air coach made its greatest strides, stockholders’ equity in this indus- 
try increased from less than $119 million to more than $250 million, an increase 
of $131.6 million or 111 percent. 

Common stockholders’ profits, after Federal income taxes and after payments 
on preferred stock, totaled more than $159 million through the period. Losses 
were sustained in 4 out of the 15 years covered by the summary. In connec- 
tion with the losses sustained in the postwar period (1946, 1947, and 1948) it 
is important to note that these were due not only to the accelerated expasion 
of the industry and lower passenger load factors at that time, but also to a 
very substantial decline in mail ton-miles flown. Mail ton-miles flown declined 
from more than 65 million in 1945 to less than 33 million in 1946, to approximately 
33 million in 1947, and to less than 88 million in 1948. Common stockholders’ 
earnings during the period of maximum domestic air coach development were 
$17 million in 1949, $33.4 million in 1950, $46.6 milion in 1951, and $33.6 million 
for the first 9 months of 1952. 
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Stockholders’ return on investment, expressed as a percent of profits after 
taxes on stockholders’ equity, averaged 9 percent for the entire period, despite 
the losses sustained in 4 out of the 15 years. Of the 11 years during which profits 
were earned, only 1 showed a return of less than 10 percent. In 4 more years 
out of the 11, earnings ranged between 10 and 15 percent. In 6 of the 11 years 
(annualizing the 9 months’ earning rate for 1952) the rate of return exceeded 
15 percent. For the period 1949-52, during which air coach registered its sharp- 
est gains, stockholders’ return on investment was 11 percent in 1949, 19 percent 
in 1950, 22 percent in 1951, and over 17 percent (annualized) in 1952. 

For American Airlines, the largest of the domestic trunk operators, the same 
source cited above shows the following rates of stockholders’ returns on invest- 
ment; for 1949, 27 percent; 1950, 36 percent, 26 percent; and for 1952 (annual- 
ized), 32 percent. 

(g) The certificated domestic airlines have been earning competitive profits in 
a regulated industry protected from competition. 

This analysis of the improved financial position of and outlook for the certifi- 
cated domestic air transport industry has been strikingly confirmed by responsible 
opinion elsewhere. 

For example, CAB member Col. Joseph P. Adams, in an address delivered April 
15, 1953, entitled, “Mass Air Transportation and the Public Interest” stated, 

My 2 years on the Civil Aeronautics Board have convinced me that air trans- 
portation is one of the healthiest growing industries of our times. I regret that 
in accordance with the Civil Aeronautics Act, I was required to sell 500 shares 
of airlines stock upon my taking the oath of office.” 

An evidence of the high regard in which the future of the domestic air-transport 
industry is held in financial circles may be found in the advisory ratings accorded 
airline stocks for the benefit of potential investors. Out of 562 stocks represent- 
ing every sector of the United States economy rated in the Value Line Investment 
Survey as of January 28, 1953, only 18 were given an “Especially recommended,” 
cr highest rating. Of these, four (United Air Lines, Eastern Air Lines, and 
American Airlines included) were airline stocks. 

As compared with the rates of stockholder return on investment cited in section 
(f) above, it should be noted that stockholder returns in competitive manufac- 
turing industries have averaged some 15 percent in the postwar period, while in 
regulated industries, power utilities have averaged about 9 percent, telephone and 
telegraph companies have averaged some 8 or 9 percent, and class I rails have 
averaged 4 or 5 percent. Over the long run and currently, the earnings of do- 
mestiec air transport lines have been much more closely akin to those earned in 
competitive manufacturing than to those earned in other regulated industries. 
(See Delta Air Lines petition to dismiss CAB Docket No. 5509.) 

(kh) The further development of the air-coach market will not be at the expense 
of diversion from existing first-class services. 

Unquestionably, air-coach development has diverted some traffic from first- 
class standard fare services. This influence has been measured, as in the case 
of surveys which have attempted to measure the degree to which air-coach pas- 
sengers would have flown on standard first-class services had air-coach service not 
been available. What is significant here, however, is not so much the specific 
diversions involved, but rather the net balance of the diversions. In other 
words, against the actual passengers who have flown air coach rather than first 
class Must be measured those passengers who have flown first class because 
they were introduced to flying by air coach and who in the absence of such intro- 
duction would not have flown at all. In addition, of course, and most signifi- 
cantly, there remain the net increments to traffic on the part of those flying air 
coach who in the absence of air coach would not have flown at all. 

Finally, the case against alleged diversion is conclusively refuted by the facts 
themselves. From 1947 to 1952, while air-coach traffic increased by some 3.4 
billion revenue passenger-miles, standard first-class domestie trunk traffic in- 
creased from 6.1 to 9.6 billion revenue passenger-miles, an increase of 3.5 billion, 
or 57.4 percent. In other words, air-coach traffic growth has been based on 
increasing participation in a growing and dynamic market. The stimulus it 
has provided to domestic air traffic growth has not only permitted a rapid and 
substantial growth in coach traffic, but has been large enough to permit sub- 
stantial growth to first-class services as well. Without question, this pattern 
of growth and participation in a growing market will characterize the future 
as well as the past. 

This possibility is dramatically illustrated when it is considered that the 
growth of total domestic air trunk traffic from 13 billion revenue passenger- 
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miles in 1952 to approximately 53 billion revenue passenger-miles in 1975 would 
permit the total traffic of the certificated carriers to be increased from 12 billion 
revenue passenger-miles in 1952 to 39 billion revenue passenger-miles in 1975— 
a more than threefold increase—and still leave room for the carriage of the 
irregular airlines to increase by 13 billion revenue passenger-miles, or an amount 
equal to the total domestic trunk-line traffic by all carriers in 1952, 

This is illustrated in chart H and in the tabulation below: 


CHART H 


Existing certificated carriers could more than triple 
total 1952 domestic volume by 1975 and still leave 
more than 1952 total volume for carriers not presently 
certificated Certificated ZZ lrreqular 


BILLIONS OF REVENUE PASSENGER MILES 
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[Billions of revenue-passenger-miles] 


Total Certificated | Irregular 
eit | a iicaieee 


12 1 
39 4 








IV. THE NorTH AMERICAN PROPOSALS IN RELATION TO ToTAL PROJECTED TRAFFIO 
ON THE PROPOSED ROUTES 


This section will evaluate the North American Airline’s proposals with respect 
to seven specific routes, in terms of the impact which they would make on the 
traffic of other carriers serving those routes. This will be done (a) by setting 
forth North American’s estimated revenue passenger-miles of traffic on the 
proposed routes in 1955, 1957, and successive years, (b) by projecting future 
total passenger traffic on those routes, and (c) by appraising the impact of (a) 
on (bd). 

1. North American proposes to fly seven routes, namely, San Francisco-Los 
Angeles-New York; San Francisco-Los Angeles-Dallas-Washington, D. C.-New 
York; San Francisco-Los Angeles-Kansas City-Chicago-Detroit-Philadelphia-New 
York; San Francisco-Chicago-New York; New York-Miami; Chicago-Miami; and 
New York-Washington, D. C.-Miami. It proposes to fly these routes with 5 DC-6’s 
and 5 DC-4’s in 1955, and with DC-6’s only in 1957. In setting forth the revenue 
passenger-miles anticipated as a result of these operations, and in order to avoid 
any possible understatement of the impact which these operations may make on 
the traffic of other carriers serving these routes, an estimated load factor of 
90 percent has been used. This gives the following estimated revenue passenger- 
miles, by routes and route segments, for 1955 and for 1957 and following years, 
for North American, in comparison with North American’s actual traffic in 1952 
on comparable routes, 


North American Airlines: Revenue-passenger-miles on comparable routes in 
operation during 1952 and projected for the years, 1955, 1957, 1960, and 1975 
on proposed routes 

[Revenue-passenger-miles in thousands] 


1952 Projected 


1955 


1957, 1960 
Revenue and 1975 
passenger- | Percentage 
miles 


(2) (3) (4) 


Appor- 
Actual tioned 2 


All North American routes 


New York-Burbank (213, 386) (702, 524) (100. 0) (749, 241) 
No. 1. San Francisco- Los Angeles- 
New York 52, 066 171, 178 24.4 171, 178 
No. 2. San Francisco-Los Angeles- Dal- 
las-Washington, D. C.-New York 56, 334 186, 466 26. 4 185, 466 
No.3. San Francisco-Los Angeles- 
Kansas City - Chicago - Detroit - 
Philadelphia-New York 51, 639 169, 880 24.2 
No. 4, San Francisco-Chicago-New York 53, 347 176, 000 25.0 
New York-Miami (39, 726) (143, 337) (100. 0) 
No. 5. New York-Miami 21, 968 79, 315 55.3 79, 315 
No. 7. New York-Washington, D. C.- 
Miami > 81, 806 
No. 6. Chicago-Miami 64, 800 


1 The New York-Burbank and New York-Miami routes were in operation during 1952. Routes numbered 
through 7 are proposed routes. 

2 Apportionment of 1952 data among proposed routes based on percentage distribution in 1955 (projected). 
See columns (3) and (4). 


Source: North American Airlines. 


It will be noted that North American flew some 253 million passenger-miles 
on comparable routes in 1952. Of these, some 213 million were transcontinental 
(New York-Burbank), and some 40 million were New York-Miami. North Ameri- 





484 FUTURE OF IRREGULAR AIRLINES 


can proposes to fly some 911 million revenue-passenger-miles in 1955, and some 
993 million passenger-miles in 1957 and succeeding years, on comparable routes, 
These represent net increases of 658 million and 740 million revenue-passenger- 
miles, respectively, over the traffic carried in 1952 over comparable routes. 

For purposes of comparison on specific routes, the 1952 traffic of North Ameri- 
ean has been distributed, in column 2 of the table, among the transcontinental 
and New York-Miami routes in accordance with the distribution pattern of 
proposed traffic in 1955, as shown in columm 4. No distribution has been made to 
Chicago-Miami, since this was not flown in 1952. The proposed traffic on the 
Chicago-Miami route in 1955 and 1957 represents, therefore, a total net increase, 
and will make a larger relative impact on the traffic of other carriers on that 
route than will be the case with the other routes concerned. 

The increased carriage proposed for 1957 and succeeding years over that 
proposed for 1955 on three of the routes is due to the contemplated shift from 
DC-—4’s to DC-6’s on those routes. 


2. Problems in Projecting Traffic on the Selected Routes in 1955, 1957, 1960, 
and 1975 

(a) Projections of total domestic trunk air traffic in the United States have 
already been made in this exhibit for the years 1955, 1960, and 1975. These 
projections will serve as bench marks for the projection of anticipated traffic on 
the selected routes for those same years. However, because the proposed traffic 
of North American Airlines on the selected routes will increase in 1957 over the 
level proposed for 1955, it is necessary to project anticipated traffic on the 
selected routes for the year 1957, as well as for 1955, 1960, and 1975. In turn, 
this requires first the projection of total domestic trunk air traffic for that year. 

The methodology of projecting total domestic trunk air traffic in future years 
was fully elaborated in section II of this exhibit. The interpolation of total 
domestic trunk air traffic for 1957 may be accomplished as follows: Gross na- 
tional product in 1951 dollars is projected at $385 billion for 1957, as compared 
with $365 billion in 1955 and $425 billion in 1960. Total intercity passenger 
traffic, in trips in excess of 50 miles, is projected, using the same factor as before 
of 621 miles per thousand constant dollars of gross national product, at 239.1 
billion passenger-miles. The percentage of domestic trunk air travel to be 
applied to total anticipated intercity passenger traffic is taken at 8.5 percent 
for 1957, as compared with 7.7 percent in 1955, 10 percent in 1960, and 14.2 per- 
cent in 1975. This yields an estimate of 20.3 billion passenger-miles for total 
domestic trunk air travel in 1957. 

(b) In projecting the anticipated passenger traffic on the selected routes 
involved, three alternative procedures could be employed. One method would 
be to project current traffic on the selected routes by the same rate of growth 
which is anticipated for total domestic trunk traffic in future years. The 
second method would be to analyze the relationship of traffic on the selected 
routes, individually and collectively, to total United States domestic trunk 
traffic in previous years, and to project the future participation of these routes 
within domestic trunk totals on the basis of past experience and trends. The 
third method would be to attempt to project traffic for the individual routes and 
route segments on the basis of the special factors pertinent to those routes, and to 
build up a total from the various projections made of the individual route 
segments. 

The first method, namely, that of projecting current traffic on the individual 
routes by the same gréwth factors which are anticipated in total domestic trunk 
air traffic, would oversimplify the problem. This method would be at best a 
erude and rough guide, suggestive of the magnitudes involved but oblivious to 
a number of important factors which may be ‘present in the individual route 
situations, and thus prone to serious error. The third method, namely, that of 
attempting to arrive first at projections of individual route segments, would be 
infirm in that it would be divorced from the broad national trends to which the 
specific route developments are closely related. Method No. 2, based on analysis 
of the relationship of traffic on the selected routes to total domestic trunk 
traffic in previous years, combines the virtues of methods 1 and 3, and avoids 
their weaknesses. Its further validity is fortified in that the projections based 
on established trends can be tested by community data pertinent to the route 
situations. 

(c) Before this method can be applied, however, historic data bearing on 
the traffic on the selected routes, and on their participation in total domestic 
trunk traffic, must be calculated. Available surveys of the CAB provide data 
on revenue-passenger-miles carried on the individual segments which are com- 
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nents of the seven specific routes concerned here. However, certain prob- 

ms were encountered in the assembly of these data. 

The avilable monthly data had to be adjusted to annual figures. This was 

e on the basis of March to annual relationships for total domestic trunk 

iffic in those years, except for routes including Miami, for which appropriate 

asonal adjustments were made. 

Certain of the route segments for which the CAB data are available happen 

be components in more than one of the seven selected routes involved. It 

as necessary theréfore to distribute the traffic data on such duplicated segments 
among the various routes of which they cemprise a part, in order to build 
eparate route totals. This was. done by distributing the traffic data for such 
gments on the basis of the distribution shown by North American Airlines in 
proposals for traffic on these routes. 

\{nother problem encountered was that of supplementing the CAB data for 
certificated traffic on these routes and route segments to take account of car- 
riage by irregular airlines on these same routes and route segments. The pro- 
cedure here was somewhat more complicated because the data available are 

jore scanty than those which are available for the certificated carriers, and 
several judgment factors had to be employed in developing the analysis. The 
procedure followed was to take the available data for irregular airline carriage 
on the transcontinental and New York-Miami routes for the 9-month period 
January to September 1951, which are expressed in available seat-miles. An 
rbitrary load factor of SO percent was applied in order to arrive at revenue- 
passenger-miles data. The distribution of this traffic among the several routes 
and route segments to other periods was made on the basis of the indicated 
distribution during the period for which the data are available. 

The methodology of these estimates and calculations for both certificated and 
irregular carriers are carefully detailed in appendix A attached. 

(d) Finally, a special problem is raised by virtue of the fact that North 
American is proposing in the case of every route to operate on the basis of a 
3-cent passenger-mile. The total United States domestic trunk-traflic projections 
previously made, and which must serve as bench marks for the specific route 
projections, assumed “‘that existing fare ratios and trends between air and sur- 
face carriers will at least be maintained, and that fare ratios and trends as be- 
tween first-class and air coach will continue to improve in favor of air coach.” 
The total United States projections contemplated, therefore, a very gradual re- 
duction in air-coach fares over the years. 

While the impact and competitive influence of the 3-cent mile proposed by 
North American cannot accurately be forecast, there can be no question but 
what there will be some such impact on the specific routes concerned. It has 
previously been demonstrated (sec. III, 4-i, and table 20) that the irregular 
airlines, with their lower fares, have forced the certificated airlines either 
to lower their first-class fares on competitive routes, or to introduce air-coach 
services, or both. It cannot be doubted that the 3-cent mile proposed by North 
American will influence other carriers on these routes to lower their air-coach 
fares, or their standard fares, or to introduce a larger number of air-coach 
flights on these routes, or to operate their coach flights on more convenient 
schedules, or in one way or another to be more competitive in seeking the pa- 
tronage of prospective air travelers and customers than would otherwise be the 
case. This can result only in accelerating the anticipated growth of traffic 
volume on these routes. 

(1) Some indication of the potential traffic that can be tapped once a 3-cent 
air passenger-mile is introduced is afforded by the experience of the air car- 
riers on the San Francisco—Los Angeles run from 1948 to 1950. The San 
Francisco—Los Angeles experience is illustrated in chart I and in table 21. In 
the course of 1949 the irregular carriers introduced a $9.95 air-coach fare be- 
tween these two stations which was 53 percent lower than the standard air fare. 
The number of passengers that flew between San Francisco and Los Angeles rose 
abruptly from 263,000 in 1948 to nearly 407,000 in 1949—a gain of almost 55 
percent. 

Comparable passenger data are not readily available for 1950, but in view of 
the reported rise in air travel between these two points from two-fifths of the 
total bus, rail, and air traffic combined in 1949 to three-fifths in the following 
year, the percentage increase in the number of air passengers over 1949 was 
certainly very substantial. 

The certificated carriers matched the $9.95 coach fare in 1950 and made the 
public even more conscious of the 3-cent fare. The rapid growth in the number 
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CHART § 


The San Francisco-Los Angeles experience 
dramatically illustrates what low-fare air coach can do 


MRE Bus and Rail 
PUBLIC CARRIERS } — y 


ON THE SAN FRANCISCO-LOS ANGELES RUN 


1948 | 1949 


UNITED STATES TOTAL 


| 1948 | 


an oe 


| | 


SOURCE CAB end others 


of passengers carried by the certificated carriers in 1950 is undeniable evidence 
of the potential that was being tapped. For example, the number of standard 
fare and coach passengers carried by Western Air Lines and its subsidiary, 
Western Air Lines of California, rose from about 170,000 in 1949 to nearly 283,000 
in 1950, a 67-percent increase. Its coach passengers alone rose from about 
52,000 in 1949 to 174,000 in 1950, a gain of approximately 230 percent. 

The rapid increase in air travel between San Francisco and Los Angeles came 
about primarily as a result of cutting air fares in half and making them only 
a cent to 2 cents higher than rail coach and bus fares. The 3-cent air-coach 
fare, exclusive of Federal tax, cut the differential between air fares and rail 
coach fares from 4.6 cents to about 1.4 cents and the differential between air 
fares and bus fares from 4.9 cents to about 1.6 cents. 
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(2) The experience on the San Francisco—Los Angeles run with a 3-cent air 
passenger-mile is worthy of careful study, for it is an indication of the potential 
air-travel market that, under given circumstances, can be tapped at this fare 

el. Unfortunately, comprehensive statistics which would permit a complete 
analysis of this experience beyond 1950 are not available. However, the ex- 

erience on this route of one certificated carrier, Western Air Lines, and its sub- 
sidiary, Western Air Lines of California, as shown in the table below, is most 
iminating. 


Western Air Lines (including Western Air Lines of California) air passenger 
fares and trafic volume on San Francisco—Los Angeles segment, 1949-50 


[In millions of revenue-passenger-miles; fares exclusive of tax in cents per mile] 


ist classand coach = | lst class | Air coach 





seers aenbiien a = i aaa id 
| | } 
j venue- | 

Average Revenue- | 


| favn (nante) | Passenger- 
fare (cents) miles 


Revenue- 
passenger- 
miles 


Revenue- 
| passenger- 
miles 


Fare 
| (cents) 


Average 
fare (cents) | 





Average. -.. 


lst quarter ee 
y FESS epee 
3d quarter 
4th quarter 


Average... cans] -27 | 5.1 | 6. 


Ist quarter a . 9. 6. 1f 

2d quarter 41 | 24. 6. 

3d quarter Re déiwe 01 27.3 6. > 

4th quarter : 19 | 5. 6.19 | 9.6 | 
| 


Source: Revenue-passenger-miles from CAB Docket No. 5132, Western Air Lines exhibit WAL-2, 
Fares obtained from CAB and published tariffs. 


In 1949, Western Air Lines’ standard fare between San Francisco and Los 
Angeles was $21.05 excluding Federal tax, or approximately 6.19 cents per mile. 
In response to the competition of irregular carriers—two carriers were flying 
at about 3 cents a mile—Western Air Lines, through its subsidiary, introduced a 
$9.95 fare (2.93 cents a mile) in the third quarter of 1949. It also introduced a 
$14.10 air-coach fare (approximately 4.15 cents a mile) in the last quarter of 
1949 on the planes which it operated directly. It maintained its standard 
fare at 6.19 cents during 1949 and 1950 but reduced its own coach fare to 2.93 
cents a mile in 1950, while at the same time discontinuing the subsidiary opera- 
tion. Thus, the average fare paid by the revenue passengers carried on planes 
of Western Air Lines and its subsidiary was reduced from 6.19 cents in the 
first half of 1949 to 4.19 cents in the final quarter of 1950. This 2-cent cut in 
average fares represented an average price reduction of approximately 32 per- 
cent during this period. Comparing the entire year 1949 with 1950, the average 
fare paid by the passengers was reduced about 1 cent, or approximately 18 per- 
cent, 

Examination of the changes in the total volume of passenger traffic as shown 
in the table reveals that during the first half of 1949 the volume remained at 
about the same level. With the introduction of air coach in the third quarter of 
1949, the volume rose by more than a third, and the volume in the last quarter 
of 1949 was almost equal to the total volume during the first two quarters of 
the year. The volume in the second quarter of 1950 was about 120 percent 
greater than in the corresponding quarter of 1949. Taking the year 1950 as 
a whole, there was an increase of two-thirds in the number of passengers carried. 

Summing up, as fares paid by the passengers on Western Air Lines’ carriers 
on the San Francisco—Los Angeles run were reduced, on the average, about 18 
percent during 1949-50, traffic increased by about 67 percent. By introducing 
low-fare air coach, Western Air Lines was able to attract about 227,000 passen- 
gers during 1949-50 over and above 225,000 first-class passengers which it car- 
ried during this 2-year period. Some of its coach passengers no doubt were 
formerly first-class air passengers; but, by and large, the air-coach passengers 
were new air travelers who responded to the sharp cut in the cost of air trans- 
portation between San Francisco and Los Angeles. 
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The spectacular increase in air travel experienced by Western Air Lines be- 
tween these two points was not part and parcel of the growth trend in air traffic 
for the country asa whole. The 67-percent gain by Western Air Lines in 1950 and 
the 55-percent gain in 1949 by all air carriers flying this route are to be con- 
trasted with an 18-percent gain in total domestic revenue-passenger miles of cer- 
tificated carriers in 1950 and about a 12-percent gain of the certificated carriers 
in 1949. Average passenger fares per mile of domestic certificated carriers de- 
clined only slightly from 5.7 cents in 1948 to 5.6 cents in 1950. 

Furthermore, the increased volume registered by Western Air Lines in 1950 
was in the face of intense competition by the irregular carriers and competition 
by United Air Lines. The latter introduced a 3-cent coach fare on April 29, 1950, 
and generated 120,527 revenue passengers during the year. 

One final point, with respect to the 1948-1949 experience on the San Fran- 
cisco-Los Angeles run. The year 1949 was a period of declining business activ- 
ity and income in the State of California. Total income payments to individuals 
in California fell from $16.9 billion in 1948 to $16.8 billion in 1949; per capita 
income payments dropped from $1,618 to $1,602; retail sales fell from $11 bil- 
lion to $10.8 billion. The economic trend in the San Francisco and Los Angeles 
area during 1948-49 followed closely the trend for the State as a whole. Thus, it 
may be safely concluded that the extraordinary increase in air travel between 
San Francisco and Los Angeles during 1949 was not influenced by an overall 
growth in business activity in the State. 

There are at least two major conclusions that can be drawn from this expe- 
rience: First, most of the increase in air passenger traffic between San Fran- 
cisco and Los Angeles must be attributed to the 3 cents competitive fare that was 
introduced on this segment, originally by the irregular carriers and subsequently 
by the certificated carriers. Second, Western Air Lines found that during the 
period of its cut in average fares (from 6.19 to 4.19 cents a mile) the relative 
increase in its volume on this segment was about 40 percent greater than the 
increase in the total volume of all certificated domestic carriers, whose average 
fare remained relatively stable. 

The success of the 3-cent fare in tapping the potential in the San Francsico- 
Los Angeles air travel is a lesson that cannot be ignored. It is clear from this 
experience that within a given price range, other things being equal, a sharp 
cut in fares can be expected greatly to accelerate the growth in air travel. 

(8) This background of experience, while illuminating, does not solve the prob- 
lem of how to accelerate the traffic projections on the routes proposed by North 
American. 

Because this rate of acceleration can be expected to apply at the outset only 
to the seven specific routes proposed, it would not be appropriate to modify or 
adjust the total domestic trunk projections previously made on the basis of a 
more modest assumption with respect to air-coach fares. Because the rate 
of acceleration on the seven specific routes cannot be forecast accurately, due to 
the limited nature of the North Amerian proposals and in the absence of con- 
crete measures of competitive response by other carriers, only a token accel- 
eration will be made. Projections of anticipated traffic on the seven routes con- 
cerned will first be made on the basis of existing fare and other trends, for 
the years 1955, 1957, 1960, and 1975. These projections will then be accelerated 
by moving the 1955 projection half-way toward that for 1957; by moving the 
1957 projection half-way toward that for 1960; and by moving the 1960 pro- 
jection one-fifth of the way toward that for 1975. Acceleration at this rate would 
appear to be conservative under the circumstances. The projection for 1975 
would remain unchanged, since it may be assumed that the 3-cent mile would in 
any case have been achieved by that time. 


8. Traffic estimates, seven selected routes, for 1955, 1957, 1960, and 1975 


(a) Following the methodology described in general terms in section 2 (c) 
immediately above, and, more completely outlined in appendix A attached, 
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traffic in the year 1947-52 on the seven routes which North American proposes to 
fly was as follows: 


[Revenue-passenger-miles in thousands] 


Route 1947 1948 1949 1950 1952 


ted States domestic trunk 6, 065, 100 5, 875, 300 6, 987 , 438, 100 13, 000, 800 
Total selected routes 1, 517, 905 1, 304, 318 1, 751 2, 303, 358 3, 506, 835 


San Francisco-Los Angeles~New 
York 196, 912 175, 667 275, 543 376, 623, 181 

San Fragcisco—Los Angeles—Dallas 
Washington, D. C.-New York 228, 467 , 505 276, 27 323, 52% 572, 651 

3. San Francisco—Los Angeles—-Kansas 

City-Chicago-Detroit-Philadel- 
phia-New York 491, 949 279 . 556, O5£ 894, 029 
San Francisco—Chicago-New York 239, 005 228, 829 ; 377, 356 647, 817 
New York-Miami 171, 514 699 314, 367, 379 
6. Chicago-Miami 65, 398 54, 398 78, 15: 167, 108 

New York-Washington, D. C.-Mi- 
ami 124, 640 941 31, 51: 202, 234, 670 


1 Including territorial. 


The tabulation also shows the totals for routes 1-7 collectively, and the United 
States domestic trunk total for the same years. 

(b) The next step is to determine the relationship of traffic on the selected 
routes to total United States domestic trunk traffic, and to project the trends 
evident in those relationships into future years. The 1947-52 relationships are 
set forth in the tabulation below, which shows United States total domestic trunk 
traffic in every year as 100, and which shows the percentage participation of 
every proposed route, as well as the seven routes collectively. 


Route 1947 1948 | 1949 1950 1952 
i 


ited States domestic trunk ! 100. 0 100 100 100.0 
on 7 « 


lotal selected routes soa 25 22. 3 25.1 | 27.3 | 27.0 


». 1. San Francisco-Los Angeles-New York 3. i 3. § { 4.8 

neisco-Los Angeles-Dallas—W ashing- 
C.-New York q | 3.8 é 4 

Francisco-Los Angeles-Kansas City- 

Chicago-Detroit-Philadelphia-New York 
San Francisco-Chicago-New York 
». New York-Miami 
6. Chicago-Miami 
». 7. New York-Washington, D. C.-Miami 


1 Including territorial. 


(c) A few brief comments on each of the selected routes are offered below: 

Route 1. San Francisco—Los Angeles—New York.—Traffic on this route in- 
creased from 3.2 percent in 1947 to 4.8 percent in 1952. There is evidence of a 
strong trend of increasing participation by this route in total United States 
domestic trunk traffic. This is confirmed by the community data set forth in 
appendix B attached. Participation by route 1 in future United States domestic 
trunk total traffic is projected at 5.5 percent for 1955, 5.9 percent for 1957, 6.1 
percent for 1960, and 6.5 for 1975. 

Route 2, San Prancisco—Dallas—District of Columbia—New York.—Participa- 
tion of route 2 in total United States domestic trunk traffic ranged from 3.8 
percent in 1947 to 4.4 percent in 1952. A pattern of increasing participation is 
evident. This is confirmed by examination of the individual community data. 
Future participation in anticipated total United States domestic trunk traffic 
is projected at 4.7 percent in 1955, 4.9 percent in 1957, 5.1 percent in 1960, and 5.3 
percent in 1975. 
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Route 3, San Francisco—Los Angeles—Kansas City—Chicago—Detroit—Philadel- 
phia-New York.—Route 3 reveals a pattern of constant, rather than increasing, 
participation in total United States domesic trunk traffic in recent years. From 
8.1 percent of total United States domestic trunk traffic in 1947, participation 
declined to 6.7 percent in 1948 and remained on a plateau thereafter, with 6.9 
percent in 1949, 6.6 percent in 1950, and 6.9 percent in 1952. The share of this 
route in future total domestic United States trunk traffic is therefore projected 
at 6.9 percent throughout. 

Route 4, San Francisco—Chicago-New York.—Route 4 displays an increasing 
participation trend in total United States domestic trunk traffic, rising from 3.9 
percent in 1947 to 5 percent in 1952. Further increases in participation are 
projected at 5.2 percent in 1955, 5.4 percent in 1957, 5.6 percent in 1960, and 
5.8 percent in 1975. 

Route 5, New York—Miami.—Participation of New York-Miami traffic in total 
United States domestic trunk dropped from 2.8 percent in 1947 to 2.4 percent in 
1948 and 1949. It increased to 3.7 percent in 1950 and declined again to 2.8 
percent in 1952. 

The trend here is obviously not a clear one. The indicated decline in partici- 
pation from 1950 to 1952 is difficult to interpret, all the more so as these data 
are based on March figures only, and March is normally a peak traffic month in 
Miami traffic. Any abnormal short-run situation, such as the closing down of 
the Newark airport, bad tourist weather, etc., could distort the adjustment to 
an annual figure. Despite continued development of Florida as an all-year- 
round tourist Mecca, and despite heavy increases in the first quarter of 1953 
traffic on National and Eastern Airlines, which concentrate substantial portions 
of their business on New York-—Miami flights, participation of this route in future 
domestic trunk totals is conservatively projected at 3.0 percent for 1955, 3.1 for 
1957, 3.2 for 1960, and 3.3 for 1975. 

Route 6, Chicago—Miami.—The growth trend is rather clear, despite a decline 
in participation from 1950 to 1952. Participation of route 6 in total United 
States domestic trunk traffic is held at the 1952 figure of 1.3 percent in 1955, 
and increased to 1.4 percent for 1957 and 1960, and to 1.5 percent for 1975. 

Route 7, New York—District of Columbia—Miami.—The figures fail to show a 
growth factor in participation by this route in total United States trunk traffic. 
However, the comments made with reference to New York-—Miami also apply 
here. The community data also suggest growth in excess of the national growth 
pattern. Future participation is therefore projected at 2 percent for 1955, 2.1 
percent for 1957, 2.2 percent for 1960, and 2.3 percent for 1975. 

The collective participation of the seven routes, as indicated above, would 
comprise 28.6 percent of total United States domestic trunk traffic in 1955, 29.7 
percent in 1957, 30.5 percent in 1960, and 31.6 percent in 1975, as shown in the 
tabulation below. 


Route | 1955 


| 1957 1960 
Application of these relatively modest projected increased percentages of par- 
ticipation to total anticipated United States domestic trunk traffic indicates a 
very substantial growth in revenue passenger miles on each of these routes in 
future years. These data are set forth in the tabulation below, in which the 
respective percentages have been applied to total anticipated domestic trunk 


traffic of 17.5 billion revenue-passenger-miles in 1955, 20.3 billion in 1957, 26.4 
billion in 1960, and 52.8 billion in 1975. 





United States domestic trunk 
Total selected routes 
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[In thousands of revenue-passenger-miles} 


Route 1955 | 96 1975 
| 
- - i aia : 
ited States domestic trunk _._..-.........-......--..| 17, 500,000 | 20, a OC) | 26,400,000 | 52, 800, 000 

Total selected routes- _. --- . | 5,005,000 | 6, 029, | 8,052,000 | 16,684, 800 


1. San Francisco Los Angeles-New York_- 962, 500 | 1, 197, 700 , 610, | 3, 432,000 
2. San Francisco-Los Angeles-Dallas-W ashington, | | | 
D. C.-New York 22, 500 | 700 , 346, , 798, 460 
3. San Franeisco-Los Angeles-Kansas C ity -Chi- | 
cago-Detroit-Philadelphia-New York M 1, 207, 500 c , 700 821, 6 3, 643, 200 
4. San Francisco-Chicago-New York-.......--- 910, 000 , 096, 200 ; 4 3, 062, 400 
», 6. New You iemi._.................... eel 528 | 329, 300 | Ea , 742. 400 
6. Chicago-M iami . ’ 227, £ 284, 200 369, 600 | 792, 000 
New York-W ashington, D. Cc. Miami 35 5, 300 | 580, } , 214, 400 


Adjusting the traffic estimates for the seven selected routes for 1955, 1957, 
1960, and 1975 

As was indicated in section IV 2 (d) above, these individual route projections 
vill now be given a token acceleration in acknowledgment of the anticipated 
mpact and competitive influence of North American's contemplated 3-cent mile. 
This will be accomplished in each case by moving the 1955 projection halfway 
toward that of 1957, by moving the 1957 projection halfway toward that for 1960, 
and by moving the 1960 projection one-fifth of the way toward that for 1975. 

It is emphasized that this acceleration is not intended to measure, and does not 
measure, the degree to which a 3-cent mile would accelerate the development of 
traffic of these routes. Any attempt to measure anticipated increases in traffic on 
i given route resulting from changes in fares must take into account the change 
n the average of weighted fare, prevailing on that route for all classes of traffic, 
rather than the fare change of only one carrier of limited carrying capacity on 
that route. The full impact of a 3-cent mile would be revealed only were all 
carriers on a given route to operate at 3 cents. At an average 3-cent mile, United 
States domestic trunk air traffic might have been 30 billion revenue-passenger- 
miles in 1952, rather than the 13 billion actually recorded. By the same token, 
projections of domestic trunk traffic for 1955 and 1957 would be in the neighbor- 
hood of 38 to 35 billion revenue-passenger-miles. For the 7 selected routes here 
concerned, total traffic in 1955 and 1957 would be in the neighborhood of 10 to 
11 billion revenue-passenger miles, rather than the 5.5 billion and the 7 billion 
used below. This would reflect the real potential of a universal 3-cent-passenger 
mile. The accelerated estimates offered here are based, as has been indicated 
previously, on the expectation only that there will be some competitive influence 
on other carriers on the selected routes as a result of North American’s introduc- 
tion, on a limited basis, of a 3-cent mile. 

With these reservations, the following accelerated figures on anticipated traffic 
on the seven selected routes in 1955, 1957, 1960, and 1975 are offered below 
and are shown on chart 15. This chart also compares the traffic during 1952 with 
the projected traffic, for North American and for the other carriers, as is 
described below. 


[In thousands of revenue-passenger-miles] 





United States domestic trunk ‘ 17, 500, 000 | 20, 300,000 | 26, 400, 000 | 


| 52, 800, 000 
Total selected routes 5, 517,050 | 7, 040, 550 | 9, 778, 5 


16, 684, 800 


Route 1955 1957 1960 | 1975 
| 





No. 1. San Francisco-Los Angeles-New York__--- | 1,080, 100 1, 404, 050 1, 974, 720 | 3, 432, 000 
No. 2. San Francisco-Los Angeles-Dallas- Ww ashing- | 
ton, D. C.-New York_- | 908,600 | 1,170,550 | 1,636,800 2, 798, 400 
No. 3. San Francisco-Los Angeles-Kansas City-Chi- | 
cago- Detroit-Philadelphia-New York ..--| 1,304,100 1,611,150 | 2, 185, 920 , 643, 200 
No. 4. San Francisco—C hicago-New York..............| 1,003,100 | 1, 287,300 | 1,795,200 | 3,062,400 
No. 5. New York-Miami_.... . = 577, 150 | 737, 050 1, 024, 320 | , 742, 400 
No. 6. New York-Chicago -- nimceuuleondngiilaade’ 255, 850 | 326, 900 | 454, 080 792, 000 
New York-W ashington, D. C.-Miami____ 5 388, 150 | 503, 550 707, 520 | , 214, 400 
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5. Measuring the impact of North American’s proposals on the traffic of other 
carriers on the seven selected routes 


(a) Route 1, San Francisco—Los Angeles—New York.—Data on total traffic, 
on North American’s traffic and on the traffic of carriers other than North 
American, as estimated for 1952 and as projected for the years 1955, 1957, 1960, 
and 1975, are set forth in the tabulation below: 


Route 1 


[Traffic data in millions of revenue-passenger-miles] 


| 
5 } Percentaie | North Amer-| Percentag« 
North lraffic of a ican increase | increase of 
Total traffic American all other tot “: tis fie }as percent of| all other 
traffic carriers oa 1952 totalincrease| carriers 
— over 1952 | over 1952 


QUpne eee seesenes 


1952 (estimated 623 5d. £ 567. 7 
Projected 
1955 | 1, O80. 1 . 908. 9 
ibe cin 1, 404. I y » 202.9 
ee 1, 974.7 
1076...._. 3, 432.0 





Percentage distribution of 
increase 


| 


Increase in 
revenue pas- 
senger-miles | 


over 1952 . 

: : z North 
(in millions . ; 

n million American 


All other 
carriers 


i 
25. ¢ 74.7 
R5. 
91.4 


95,9 


Total traffic on this route is expected to increase by 457 million revenue- 
passenger-miles, or 73 percent, by 1955; by 781 million, or 125 percent, by 1957; 
by 1,352 million, or 217 percent, by 1960; and by 2,809 million or 451 percent, 
by 1975. 

North American’s (pro rata) traflic on this route was about 55 million revenue- 
passenger-miles in 1952, and it is proposed to increase this volume to approxi- 
mately 171 million revenue-passenger-miles in 1955 and the years following. 
North American’s proposal would increase its participation by approximately 
116 million revenue-passenger-miles by 1955, or 25 percent on the anticipated 
increase in total traffic by that time. The proposal would further involve a 
participation of 15 percent in traffic increases expected by 1957; of less than 
9 percent in traffic increases expected by 1960; and of 4 percent in traffic increases 
expected in 1975. 

For other carriers, traffic volume would increase, over the 1952 level some 
60 percent by 1955; 117 percent by 1957; 218 percent by 1960; and 474 percent 
by 1975. 

(b) Route 2, San Francisco—Los Angeles—Dallas—District of Columbia—New 
York.—Data on total traffic, on North American’s traffic and on the traffic of 
carriers other than North American, as estimated for 1952 and as projected for 
the years 1955, 1957, 1960, and 1975, are set forth in the tabulation below: 
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Route 2 


OF IRREGULAR AIRLINES 


[Traffic data in millions of revenue-passenger-miles} 


Traffic of |} 
all other 
carriers 


Percentage 
Increase in 
total traffic 
over 1952 


North 
American 
traffic 


| Total traffic 
| 


North Amer- 
ican increase 


| as percent of 


total increase 
over 1952 


Percentage 
increase of 
all other 
carriers 
over 1952 





Increase in 
revenue-pas- 
senger-miles 

over 1952 

| (in millions 


Percentage distribution of 
increase 


North 
American 


All other 
carriers 


40. 8 | 
22.9 
12.9 
6.2 


Total traffic on this route is expected to increase by some 336 million revenue- 
passenger-miles, or almost three-fifths by 1955, to more than double by 1957, to 
almost triple by 1960, and to multiply almost 5 times by 1975. 

North American proposes to increase its traffic from a pro rata 48 million 
revenue-pasenger-miles in 1952 to approximately 185 million revenue-passenger- 
miles in 1955 and the years following, an increase of approximately 137 million. 
Chis proposal would involve a participation of some 41 percent of the increased 
traffic anticipated in 1955; of about 23 percent of the increased traffic anticipated 
in 1957; or 13 percent of traffic increases expected by 1960; and of 6 percent of 
traffic increases for 1975. 

It is also indicated that the traffic of other carriers would increase by approxi- 
mately 200 million revenue-passenger-miles by 1955, or 38 percent; by 461 million 
revenue-passenger-niiles in 1952 to approximately 185 million revenue-passenger- 
miles by 1960, or 177 percent; and by 2,089 million revenue-passenger-miles by 
1975, an inerease of 398 percent. 

(c) Route 3, San Francisco—Los Angeles—Kansas City—Chicago—Detroit—Phila- 
delphia—New York.—Data on total traffic, on North American's traffic and on the 
traffic of carriers other than North American, as estimated for 1952 and as pro- 
jected for the years 1955, 1957, 1960, and 1975, are set forth in the tabulation 
below: 





FUTURE OF IRREGULAR AIRLINES 


Route 3 


(Traffic data in millions of revenue-passenger-miles] 


| | North Amer-| Percentag: 
j ‘ . 2ercentage | + . 
| North | ‘Trafficot | Percentage | jnan increase | increase of 
} | 
| 


Total traffic American | all other pogal trade | as percent of all other 
traffic carriers over 1952 | tal increase carriers 
“ | Over 1952 over 1952 


1952 (estimated) 
Projected: 
1955 
1957 a 2) 1, 294.6 
1960____ | 7 1, 969.3 } 2. 
| 3, 426. 6 5. 307. 2 








Percentage distribution of 


crease 
Increase in increase 


revenue pas- | 
Projected senger-miles | 
over 1952 


| (in millions) | North All other 


American carriers 











Traffic on this route is expected to increase by some 410 million revenue- 
passenger-miles, or 46 percent, by 1955; by more than 700 million revenue- 
passenger-miles, or 80 percent, by 1957; by almost 1.3 billion revenue-passenger- 
miles, or 145 percent, by 1960; and by more than 2.7 billion revenue-passenger- 
miles, or 308 percent, by 1975. 

The North American proposals would increase their traffic on this route from 
a pro rata 52 million revenue-passenger-miles in 1952 to 170 million revenue- 
passenger-miles in 1955 and to approximately 217 million revenue-passenger- 
miles in 1957 and the years thereafter. North American’s proposed increases 
of 117 million in 1955 and 164 million in 1957 and the following years would 
involve a participation of approximately 29 percent of the anticipated increase 
in 1955, a participation of 23 percent in route growth by 1957, a participation 
of 13 percent in route growth by 1960, and a participation of 6 percent in route 
growth by 1975. 

Anticipated traffic increases for carriers other than North American would 
be close to 300 million revenue-passenger-miles, or 35 percent, in 1955 ; 550 million 
revenue-passenger-miles, or 66 percent, in 1957; 1.1 billion revenue-passenger- 
miles, or 134 percent, in 1960; and 2.6 billion revenue-passenger-miles, or 307 
percent, by 1975. 

(d) Route 4, San Francisco—Chicago-New York.—Data on total traffic, on 
North American's traffic and on the traffic of carriers other than North American 
as estimated for 1952 and as projected for the years 1955, 1957, 1960, and 1975, 
are set forth in the tabulation below: 
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Route 4 


[Traffic data in millions of revenue-passenger-miles] 


| | 
| | North Amer-| Percentage 


4 — | Percentage | * i 
| North Traffic of | nee | ican increase | increase of 
| Total traffic | American all other | S ae as percent of| all other 
| 
| 


2 o affic | ; ; 
| traffic carriers —— | totalincrease| carriers 
» cae over 1952 | over 1952 





stimated)... 
dl: 








| Percentage distribution of 


Trey > j 
Increase in Inerease 


revenue-pas- | 
Projected | senger-miles 
over 1952 


(in millions) | North | All other 


American carriers 

355. 3 33.5 | 66.5 
539. 5 18.6 | 81.4 
10. 4 | 89. 6 
4.9} 95.1 


Traffic on this route is expected to increase by more than 355 million revenue- 
passenger-miles, or 55 percent, by 1955 ; by 640 million revenue-passenger-miles, or 
09 percent, by 1957; by more than 1.1 billion revenue-passenger-miles, or 177 per- 
cent, by 1960; and by approximately 2.4 billion revenue-passenger-miles, or 373 
percent, by 1975. 

North American’s pro rata participation on this route was approximately 57 
million revenue-passenger-miles in 1952. The North American proposal would 
increase this participation by approximately 120 million revenue-passenger-miles 
in 1955 and the years following. This would involve a participation by North 
American of approximately one-third of the anticipated growth on this route by 
1955 and a sharply declining participation in the anticipated traffic increases 
thereafter. North American’s shares in projected further route growth would 
be 19 percent in 1957, 10 percent in 1960, and 5 percent in 1975. 

For carriers other than North American, traffic on this route would increase 
approximately 237 million revenue-passenger-miles, or 40 percent, by 1955; more 
than 520 million revenue-passenger-miles, or 88 percent, by 1957; more than 1 
billion revenue-passenger-miles, or 174 percent, by 1960; and almost 2.3 bililon 
revenue-passenger-miles, or 389 percent, by 1975. 

(e) Route 5, New York-Miami.—Data on total traffic, on North American’s 
traffic and on the traffic of carriers other than North American, as estimated for 
1952 and as projected for the years 1955, 1957, 1960, and 1975 are set forth in the 
tabulation below : 
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Route 5 


[Traffic data in millions of revenue-passenger-miles] 


North Amer-| Percentag: 
ican increase increase 
as percent of all other 
total increase carriers 
over 1952 over 1952 


r Percentage 
or t . 
a increase in 
po — ; total traffic 

one over 1952 


1952 (estimated 
Projected 
1955 577. : 7 57. 
1957 737 9. 3 7 100. 6 
1960 , 0: : 178.8 
1975 74: P 374.3 


Percentage distribution of 


crease it e 
Increase in increase 


revenue-pas- 

jected senger-miles 
rer 1952 ; 

iene North All other 

American | carriers 





209. 8 
369. 7 
656. 9 
1, 375.0 


Traffic on this route is expected to increase approximately 210 million revenue- 
passenger-miles, or 57 percent, by 1955; 370 million passenger-miles, or more 
than 100 percent, by 1957; 179 percent by 1960; and 374 percent by 1975. 

The North American proposals would increase their pro rata participation on 
this route from approximately 22 million revenue-passenger-miles in 1952 to some 
79 million revenue-passenger-miles in 1955 and the years following. This would 
involve a participation by North American of approximately 27 percent of the 
route growth expected by 1955; 15.5 percent of the increase expected by 1957; 
less than 9 percent of the increase expected by 1960; and 4 percent of the increase 
expected by 1975. 

For carriers other than North American, the indicated traffic increase from 
1952 to 1955 is more than 152 million revenue-passenger-miles, an increase of 44 
percent. For 1957, the indicated traffic increase for other carriers is 312 million 
revenue-passenger-miles, an increase of 90 percent. Still greater increases of 174 
percent and 382 percent are indicated for other carriers in 1960 and 1975 
respectively. 

(f) Route 6, Chicago-Miami.—Data on total traffic, on North American’s traftic 
and on the traffic of carriers other than North American, as estimated for 1952 
and as projected for the years 1955, 1957, 1960, and 1975, are set forth in the 
tabulation below: 
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Route 6 


[Traffic data in millions of revenue-passenger-miles]} 


-_ North Amer-| Percentage 
Nortl Traffic of Percentage ican increase | increase of 
r fli ne — increase in : — = 
rota] traffic American all other total traffic | 25 Percent of all other 
traffic carriers over 1952 | total increase carriers 
oe over 1952 | over 1952 


73.0 
51.6 
28.8 | 


792.0 | 2.5 | 373.9 | 13.2 | 


Percentage distribution of 


crease i 
Inerease in increase 


revenue-pas- 
Projected senger-miles | ——_— 
yer 1952 
(in millions) | ,North | Allother 
— American | carriers 


88.7 | 73.0 | 
159. 8 51.6 | 
287.0 28.8 | 
624.9 13. 2 | 


Traffic on this route is expected to increase by approximately 89 million 
revenue-passenger-miles, or 53 percent, by 1955; by approximately 160 million 
revenue-passenger-miles, or 96 percent, by 1957; by approximately 287 million 
revenue-passenger-miles, or 172 percent, by 1960; and by some 625 million reve- 
nue-passenger-miles, or 374 percent, by 1975. 

North American had no traffic on this route in 1952. Its proposed traffic of 
some 65 million revenue-passenger-miles in 1955, and of approximately 83 million 
revenue-passenger-miles in 1957 and following years constitute, therefore, net ad- 
ditions to its carriage. In 1955 the North American proposal would involve a 
participation of 73 percent of the anticipated increase in traffic in this route. By 
1957, the North American proposal would involve a participation of 52 percent of 
the anticipated increase in traffic on the route. The North American participation 
would decline to 29 percent of the traffic increase anticipated by 1960, and to 
13 percent of the route growth by 1975. 

For carriers other than North American, the indicated increase in traffic by 
1955 would be some 24 million revenue-passenger-miles, an increase of 14 percent 
uver the 1952 level. By 1957, the increase in traffic for other carriers would be 
approximately 77 million revenue-passenger-miles, or 46 percent. By 1960, the 
increase for other carriers would exceed 200 million revenue-passenger-miles, an 
increase of 122 percent. The indicated increase for 1975 would be 325 percent. 

(g) Route 7, New York—District of Columbia—Miami.—Data on total traffic, on 
North American’s traffic and on the traffic of carriers other than North American, 
as estimated for 1952 and as projected for the years 1955, 1957, 1960, and 1975, 
are set forth in the tabulation below: 
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Route 7 


[Traffic data in millions of revenue-passenger-miles] 





| | North ee Percent 
| } ee | HZ ‘ are 
North | Traffic of Peenie | ican increase increase of 
Total traffic American all other total traffic | 28 Percent of all other 
traffic | carriers | “over 1952 a a 
i a i y Bde 


| 





1952 (estimated) - 2 -6 | 216.9 
Projected: | | 

1065.......] 4. 324. 1 

7 


1957... | 8) 421 | : 94 
1960_..... 707. 5 8) 625. 7 201. 3. ! 188. 5 
1975__.. ; .8 | 1, 132.6 5 | . 422 








Percentage distribution of 


Increase in increase 


revenue-pas- | 

Projected senger-miles |; 
mar 10K 

(in millions) North All other 

| American carriers 


153. 5 . 69.9 
268. 9 6. 
472.9 
979.7 








Traffic on this route is expected to increase by 154 million revenue-passenger- 
miles by 1955, an increase of 65 percent. By 1957, traffic is expected to reach 
504 million revenue-passenger-miles, or well more than double the 1952 level. 
Traffic should more than triple by 1960, and by 1975 it will be more than 5 times 
its 1952 level. ; 

North American’s pro rata share of traffic on this route in 1952 was less than 
18 million revenue-passenger-miles. The North American proposals would in- 
crease its participation in traffic on this route to some 64 million revenue-pas- 
senger-miles in 1955, and to close to 82 million revenue-passenger-miles in 1957 
and the years thereafter. The proposed increase of approximately 47 million 
miles on this route by 1955 would comprise 30 percent of the anticipated traffic 
growth by that time. The proposed increase of approximately 64 million revenue- 
passenger-miles by 1957 would comprise 24 percent of the increase in traffic anti- 
cipated. For the years following, the participation by North American in traffic 
increases would decline to 13.5 percent in 1960 and 6.5 percent in 1975. 

For carriers other than North American, the following traffic increases are in- 
dicated: by 1955, 107 million revenue-passenger-miles, 49 percent over the 1952 
level; by 1957, 205 million revenue-passenger-miles, 94 percent over the 1952 
level; by 19860, 473 million revenue-passenger-miles, 189 percent over the 1952 
level; and by 1975, close to 1 billion revenue-passenger-miles, an increase of 422 
percent over the 1952 level . 

(i) Routes 1 through 7 combined—Data on total traffic on these routes, on 
North American’s traffic and on the traffic of carriers other than North American, 
as estimated for 1952 and as projected for the years 1955, 1957, 1960, and 1975, 
are set forth in the tabulation below and are shown on chart 16: 
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Routes 1 through 7 


[Traffic data in millions of revenue-passenger-miles} 


| North Amer-| Percentage 


Total traffic 


North 
American 
traffic 


Traffic of 


Percentage 


increase in 


total traffic | 


| ican increase | 


as percent of 


increase of 
all other 


carriers carriers 


over 1952 


total increase | 
over 1952 


| 
| 


| 

1 | 
allother | 
} over 1952 


3, 253. 7 


rojected: | 

1955 | 5, 7 | 4, 606 57.3 
1957 | 6, 047 100.8 
1960 8, 785, 178.8 
1975 15, 601. 375.8 


| | . » distri i; 
| Increase in | Percentage distribution of 


| revenue pas- an 


Projected 


senger-miles | 


over 1952 


(in millions) 


2, O10. 3 


3, 533. 
6, 271. 
13, 178. 


North 
American 


11.8 
5.6 


All other 
| carriers 


32. 
20 





Traffic on the 7 proposed routes combined is expected to increase by more than 

jillion revenue-passenger-miles, or 57 percent, by 1955; by more than 3.5 billion 
evenue-passenger-miles, or more than 100 percent, by 1957; by 6.3 billion reve- 

ie-passenger-miles, or 179 percent, by 1960; and by some 13.2 billion revenue- 
passenger-miles, or almost 5 times the 1952 level, by 1975. 

The North American proposals would involve an increased participation from 
ome 253 million revenue-passenger-miles in 1952 to approximately 911 million 
revenue-passenger-miles in 1955, and to 998 million revenue-passenger-miles in 
1957 and the years following. North American’s increased participation would 
be less than one-third of the anticipated increases in traffic on the routes in 1955; 
about one-fifth of the increases in traffic anticipated by 1957; less than one-eighth 
of the increases anticipated by 1960; and less than 6 percent of the increases 
anticipated by 1975. 

For carriers other than North American, the indicated traffic increases over 
the level of 1952 would be approximately 1.4 billion revenue-passenger-miles by 
1955, an increase of about 42 percent; approximately 2.8 billion revenue-pas- 
senger-miles by 1957, an increase of 86 percent; of about 5.5 billion revenue- 
passenger-miles in 1960, an increase of 170 percent; and an increase of 12.4 
billion revenue-passenger-miles by 1975, an increase of 382 percent. 

It thus seems clear that the North American proposals would in no case involve 
a reduction in existing traffic by other carriers on these routes. On the contrary, 
the increased traffic available for carriers other than North American would be 
quite substantial, even in 1955 when the relative impact of the North American 
proposals would be the greatest. In addition, it is believed that, if other carriers 
responded in a really competitive manner to the 3-cent fare introduced by North 
American, the route traffic increases projected in this section would turn out to 
be serious understatements. Any significant lowering of average fares on these 
routes would considerably accelerate the traffic growth projections shown above. 
Their effect would be to increase total traffic on the proposed routes, reduce North 
American’s participation in those traffic increases, and increase considerably the 
traffic growth of other carriers. The impact of North American’s proposals on the 
traffic of other carriers serving the proposed routes may therefore be stated 
broadly as follows: the anticipated growth in traffic on these routes will be so 
large as to provide very substantial growth for these carriers in future years. 
North American will participate initially to a modest extent, and later, to a very 
minor extent, in that growth. This will be the case even though the competitive 
response of North American’s 3-cent mile is a very limited nature. If, however, 
the competitive response of other carriers is less restrained, the energizing and 
beneficial results of that competition will effect much greater increases in route 
traffic than those indicated above, reduce substantially North American's partici- 
pation in that growth, and greatly accelerate the traffic growth of other carriers 
on the proposed routes. 
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NOTE 


The basic appendix tables which follow were prepared for the most part in 
December 1952 and in January and February 1953. Certain minor revisions in 
preliminary 1952 data cited in the tables have since become available. However, 
the tables themselves have not been revised, because of the many analyses which 
had already been made on the basis of the preliminary figures. In no case how- 
ever, have the revisions been other than minor, and the analyses made on the 
basis of the preliminary figures are not affected by them in any way. 


TABLE 1.—Passenger cars: Domestic intercity passenger-miles, 1930-52* 
[Millions] 


Trips of Trips of | Trips of 
Alltrips | 50 miles All trips 50 miles Year All trips | 50 miles 


and over and over and over 





1930 199 
1931 299 


62, 773.0 || 1938 204, 700. 7 75, 944.0 _...| 267, 999. 9 99, 428. 0 
3, 181.0 1939 217, 299. 1 618. 0 oe 286, 999.9 | 106, 477.0 


4 
l 

1932 199.4 | 57, 579.0 || 1940 235, 000.0} 8&7, 185.0 ie 293, 188.6 | 108, 
g 


1933 700 f 394. 0 1942 268, 000.0 428.0 .--.-| 316, 700.0 | 117, 
1934 000 ¢ 51, 215.0 1942 200,000 0 | 74, 200.0 - | 337. 300.0 | 125, 
1935 74, 100. { 591.0 1943 143, 000. 0 53, 053. 0 | 379, 300.0 | 140, 
1936 398. ¢ 1,009.0 || 1944 149, 000.0 | 55, 279.0 | 402,057.9 | 149, 
1937 : 5, 906. 0 1945 179, 999. 9 66, 780. 0 


1 EXPLANATORY NotE.— Data for trips of 50 miles and over for the years 1930 through 1948 are from the 
Port of New York Authority study cited below. (See Sources.) Data for all trips for this period were 
derived from these statistics. In a footnote to table I in appendix I, the authors of this study state that the 
passenger-miles figures for trips of 50 miles and over were derived from data which originally covered all 
intercity travel. The basis for their adjustment was a figure in Highway Transportation (p. 172) published 
by the Association of American Railroads in August 1945, which estimated intercity trips of 50 miles and over 
at 37.1 percent of all intercity trips. Research by Robert R. Nathan Associates, Inc., reveals that this 
percentage was originally published by the Department of Agriculture in the publication Public Roads, 
vol. 20, No. 3, May 1939, table 13, as part of a summary of a Public Roads Administration study. 

The data originally secured by Robert R. Nathan Associates, Inc., for the years 1949-51 also covered total 
intercity passenger miles. (See source citation below.) These figures were adjusted on the basis of the 
37.1 percent factor described above. More recent estimates of the distribution of intercity mileage by length 
of trip are not available at the present time. 

2 Preliminary. 

3 1952 estimated by Robert R. Nathan Associates, Inc., based on 6 percent increase in intercity passenger 
mileage reported to the Bureau of Publie Roads for the first 11 months of 1952 (unpublished). 


Sources: 1930-48, Port of New York Authorlty, Air Traffic Forecast, 1950-80, published June 1950, 
appendix I, table 1. 1949-51, U. 8S. Interstate Commerce Commission, Monthly Comment on Traasporta- 
tion Statistics, Nov. 14, 1951, and Nov. 14, 1952. Data for trips of 50 miles and over derived by Robert R. 
Nathan Associates, Inc. (See footnote 1 above.) 
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CHART 1 
PASSENGER CARS: DOMESTIC INTERCITY PASSENGER MILES 
1930 = 1952 


Billions 
of 

Passenger 

Miles 


All Intercity Trips 


Intercity Trips, 
50 Miles & Over 


1930 
Source: See Table 1. 
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TABLE 2.—Class I steam railways: Domestic intercity revenue-passenger-miles 
(excluding commuter travel), total parlor and sleeping cars and coach, 1930-52 


[Millions] 


| | 
Parlor and | Parlor and 
sleeping sleeping Coach 


Total 
| cars | cars 


| 
11, 340. 17, 852. 6 30, 910.3 
785. G 24, 675.3 7 
931 3, 057. 26, 943. 6 
252 5, 783. 26, 912.4 
106. 0 | , 768 19, 801.0 
453.0 | , 882.0 12, 260.8 
572 | , 660 11, 014.6 


1930_. 

1931 _. 

1932 

1933 

1934 

1935 _. 

1936 

1937 

1938 __ 

1939 

Sicmant 

| RES: 
i 


092. 0 | 


Noe nwno 


126. 3 2, 416. 9, 349.3 
354 , 212 9, 338. 2 
527.0 , 117 9! ' 10, 225. 5 
, 287.8 455.3 || 195% 763. 29, 765.3 219, 997 


CoO he sh he moO 


SENT AI DAI Or or DW 
- 


~ OO OO nD 


| 
, 166. 0 16, 106. 


1 Derived from estimate for year of 34.5 billion revenue passenger-miles, including commutation, by J. H. 
Parmalee, in Review of Railway Operations, 1952. Refinement of this estimate to exclude commutation 
was made by Robert R. Nathan Associates, Inc., on the basis of the actual distribution between commuta- 
tion and the balance of intercity travel as published by the Interstate Commerce Commission in Repts. 
M-220 and M-250 for the 1st 9 months of 1952. 

2 Breakdown of total between parlor and sleeping cars and coach by Robert R. Nathan Associates, Inc., 
on the basis of actual distribution during the Ist 9 months of 1952 (ICC Rept. M-250). 


Sources: 1930-48 totals and 1937-48 parlor and sleeping cars and coach data, from Rail Carrier’s Exhibit, 
based on ICC reports and presented in connection with the CAB Investigation of Air Services by Large 
Irregular Carriers and Irregular Transport Carriers, Docket No. 5132. 1930-36 parlor and sleeping car and 
coach data from Aitchison, Dr. Beatrice, Preliminary Examination of Factors Affecting the Demand for 
Rail Passenger Travel, Statement 4129, September 1941, ICC, Bureau of Transport Economics and Statis- 
tics. 1949-51, U. 8. Interstate Commerce Commission Rept. M-250, Passenger Traffic Statistics (Other 
Than Commutation) of Class I Steam Railways in the United States. 
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Billions of 

Revenue 

pcscume CHART 2 

Miles CLASS I STEAM RAILWAYS: DOMESTIC INTERCITY REVENUE 
PASSENGER MILES (EXCLUDING COMMUTER TRAVEL), TOTAL, 

90) PARLOR AND SLEEPING CARS, AND COACH: 1930 = 1952 


1930 "32 "34 "36 '38 "40 "42 "4h "46 "48 "50 "52 
Sourge: See Table 2. 
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Taste 3.—Buses: Domestic intercity revenue passenger-miles, excluding solely 
suburban travel, 1930-52 


[Millions] 


Passenger- Passenger- Year ,| Passenger- 


Year miles miles 


2 10, 100.0 ek dinate — 26, 293.0 

700. 0 ny 1, 600.0 b —- | 23, 948.0 

300.0 2, 000.0 ‘ 3 23, 529. ( 
», 400.0 . 4 000.0 
100. 0 2, 000. 0 
600.0 7, 800.0 
200. 0 26, 920. 0 


7, 027.0 


> 
y 

ow 
y 


2 ate by Robert R. Nathan Associates, Inc., based on informal advice from the National 
ciation of Motor Bus Operators anticipating a drop of 4 percent from 1951. 


Sources: 1930-43, National Association of Motor Bus Operators, Bus Facts, 2ist edition. 1944-51, 
Uv. iterstate Commerce Commission, Monthly Comment on Transportation Statistics, Nov. 14, 1951, 
and Nov. 14, 1952. 

EXPLANATORY NoTe.—Data for the years 1930 through 1943 are from a continuous series published by 
the National Association of Motor Bus Operators. These data include revenue passenger-miles of 
chartered buses, estimated by the association at approximately 3 percent of total, for the years 1939 
through 1943. 

Official Interstate Commerce Commission statistics are shown for the period 1944-51. Until very 
recently (February 1953), these were the only ICC data available. Since the completion of this table in 
January 1953, however, ICC estimates for the period 1939-43 and minor revisions of 1950-51 data hav: 
beco vailable (Class I, II, and III Motor Carriers, Revenues, Ton-miles, and Passenger-miles, 1939-5 
State No. 531, U. 8. Interstate Commerce Commission, Bureau of Transport Economics and 
Statistics). 

Because the earlier data shown in the table had already been incorporated in other compilations, and 
because the new data are pertinent only to the wartime bulge in public carrier traffic and do not 
signi ntly affect in any way future traffic projections, they have not been incorporated in the present 
table. The new ICC figures are as follows: 


Passenger- Passenger- 
miles miles 
(millions) (millions ) 

9, 100 | 1943 . .. 25, 50K 
9, 800 | 1950... . _ oon at, 204 
13, 100 | 1951__. ae _- +21, 499 

20, 900 | 
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CHART 3 


BUSES: DOMESTIC INTERCITY REVENUE PASSENGER MILES 


Billions of (EXCLUDING SOLELY SUBURBAN TRAVEL) 
Revenue 
Passenger 
Miles 


1930-1952 


1930 "32 '34 
Source: See Table 3, 
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Taste 4.—Certificated airlines:* Revenue-passenger-miles, domestic trunk 1st 
class and coach, local, and international travel, 1930-52 


[Millions] 


Domestic trunk 2 
Grand tot: . Z a sak ae 
Total Ist class 


85.1 | 
107.0 | 
127.4 
174.8 
189.8 
316. : 
439. 
411 
479. 
682. 
1, 052. 
1, 384. 
1, 418. 
1, 634. 
2,178 
3, 362. 
5, 941. 
6, 063. 
5, 870. 
6, 361. 
6, 767. 
9, 004. 
89, 609. 


1930 85. 
1931 107 
1932 2 127 
1933 , | 174. 
1934 j . 6 189 
1935 362. 3 316 
1936 8 | 439 
1937 4 411 
1938 jn &3: 479. % 
1939 682. 
1940 | 1, 052 
1941 5 | 1, 384. 
1942 , 655.0 | 1, 418. 
1943 878. 3 | 1, 634. 
1944 , 488 2,178 
1945 810. 8 3, 362. 
1946 048. 5, 941 
1947 , or9. 6, 063. 
1948 852.2 | 5, 875. 


~onne Om 
— 


nm 


sISTSAION ee ee 


4. 
248.8 

1, 056. 
1, 272. 2, 599. 9 
8 2, 402. 4 | 10 3, 042. 0 


1949 eile 8, 798. £ 6, 609. 
1950__. : 10, 218.9 | 7, 823. 
1951 : 13, 166. 10, 276. 
1952 ‘ $15,404.4 | 112,012. 





SON DW eat On~0 © @- 


SCNwRoOCK Kan ONNOeo 





! Scheduled operations only. 

2 Includes territorial travel. Also includes non-revenue-passenger-miles for 1930-36. Revenue-passenger- 
miles not available separately for these periods. 

* Local service combined with domestic trunk data and shown under domestic trunk, 1930-45. Not 
available separately for this period. 

4 Includes non-revenue-passenger-miles for 1930-37. Revenue-passenger-miles not available separately 
for this period. 

5 Not available. 

6 Estimated. See footnotes 7, 9, and 10. 

? Estimate of Air Transport Association, in press release of Jan. 1, 1953. 

§ Based on 9 months actual data, plus estimate by American Aviation, Jan. 5, 1953, placing coach travel 
at 25 percent of Ist class travel. 

* Derived from the difference between the combined trunk-local total estimated by the Civil Aeronautics 
Administration in Department of Commerce release CAA 52 No. 59, Dec. 27, 1952, and the Air Transport 
Association estimate for trunk alone 

10 Estimate published in U, 8. Department of Commerce release CAA 52 No. 59, Dec. 27, 1952. 


Sources: Domestic trunk (total), local and international data 1930-45 U. 8. Civil Aeronautics Administra- 
tion, Statistical Handbook of Civil Aviation, 1948, 1950. 1946-47 U. 8. Civil Aeronautics Board, Annual 
Airline Statistics, 1947, 1948. 1948-51 U. 8. Civil Aeronautics Board, Recurrent Report of Mileage and 
Traffic Data. Coach and First Class (Domestic Trunk), 1948-51, coach data from Bureau of Air Operations, 
CAB. First class data derived by subtraction. 
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CHART 4 
CERTIFICATED AIRLINES: REVENUE PASSENGER MILES, DOMESTIC 
psiis t TRUNK FIRST CLASS AND COACH, LOCAL AND INTERNATIONAL 
ons ©. 
Revenue 1930-1952 
Passenger 
Miles 


16 
15 


4 


Total (All Categories) 


@omestic Trunk 
, (Total and Standard) 


’ 
. 


‘ 


‘! International / f 
f - 
“* Dome ti 
@ etic 
geor f Coach > 
’ 


4 , 


- - al 
—_—_—_—_— S aces” 


1930 '32 "34 "36 '38 "40 “42 4h 4946 6°48 SO (882 





508 FUTURE OF IRREGULAR AIRLINES 


TasL_e 5.—I/rregular airlines: Revenue-passenger-miles for domestic trunk and 
international travel, 1949-52 


[Millions} 


| Fane = 


Domestic ! | International || F Total Domestic ! {International 1 


946 (2 ! | () 5 773.6 | 614.4 | 159. 2 
1947 2 2 | (2 1] 195 1, 069. 5 | 829.6 | 


1948 2 (2 952......--| %1,300.0] 4988.8 | 
1949 535 378.9 | 157.9 | 


lata on domestic and international irregular traffic are based on a somewhat arbitrary classifica- 
f riers as wholly international or domestic, rather than on actual data. 
2 Data prior to 1919 are incomplete and unofticial 
§ Total irregular traffic is joint estimate of the CAB Bureau of Air Safety and Bureau of Air Operations, 
4 Distribution between local and international estimated by Robert R. Nathan Associates, Inc., on the 
basis of historic distribution and CAB data for Ist 3 quarters. 


Sources: Data for 1919-50, United States Civil Aeronautics Board, Investigation of Air Service by Large 

rregular Carriers and Irregular Transport Carriers, Docket No. 5132, BAO Exhibit No.7. 1951, from 
records of CAB, Bureau of Air Operations based on classification of airlines in accordance with footnote 1 
above 


TABLE 6.—Airlines: Combined revenue-passenger-miles of certificated and irregu- 
lar carriers for domestic trunk and local and international travel, 1930-52 


[Millions] 


Domestic 
Grand total 
Trunk | Local 


0) 
0) 
() 
(1) 
(1) 


1930 i | 3 85. 
1931 21. % 107 
1932. . | 8. 3 27 
1933 Of | 174 
1934 226. 6 | 189 
1935 362. : 316. 
1936 } 3¢ 439. 
1937 b5. 2 | 6 411. 
1938. 5e | 8 479 
1939 . . 54. ¢ 682. 
1940 , 052. 
1941 , 084 
1942 , 418 
1943 , 634. 
1944 2, 178. 
1945 3, 362. 
1946 5, 941. 
1947 5, 063. 
1948 5, 875. 
1949 9, 334. ¢ 5 6, 987 
1950 | 10, 992. £ ¢ 8, 438. 
1951 14, 235. 6 11, 106. 
1952 16, 704. 4 3, 351. 13, 000. 


acwnnseorw 


oo 


ne to 8 
SINT SIO DD me et ee ee 


CO to OD CO = Cn t= © “78D 





1 Not availabk 
2 Does not include irregular coach traffic, for which official data are unavailable. 


Sources: Based on tables 4 and §. 
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1,400 


1,3 


1,2 
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CHART 5 


IRREGULAR AIRLINES: REVENUE PASSENGER MILES, 


DOMESTIC TRUNK AND INTERNATIONAL TRAVEL 
1949-1952" 


1949 1950 1951 


"Official Date Prior to 1949 Not Available, 


Source: 





FUTURE OF IRREGULAR AIRLINES 


CHART 6 
AIRLINES: COMBINED REVENUE FASSENCER MILES OF 
CERTIFICATED AND IRREGULAR CARRIERS FOR DOMESTIC 
Billions TRUNK AND LOCAL, AND INTERNATIONAL TRAVEL 
of R.P.M. 1930-1952 


1" 


Total (All 
Categories) 


"Domestic Trunk 
g{Total) 
aCoach and 
Standard® 


International + ‘i 
4 


- 


ia 


ge 
Domestic 
£ Coach*_, 
2 


- 
= 
-- 
0 = oor 


——~. Local 
<_<. —s—s = S ~. 


1930 '32 34 "86 138 40 "ED 14h Ke "4B ~«50~ 52 
Source: See Tables 6&7. “Official data not awailable for irregular carriers prior to 1949. 


~< 
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ranLE 7.—Domestic trunk air travel: Reventue-passenger-miles, certificated first 
class and coach travel, and irregular carriers, 1930-52 


{Millions} 


ertificated carriers 
Grand Irergular 
total carriers 


Ist class 


&! 
107 
127 
174 
189 
316. ¢ 
439 
411.5 
479. 
682. 
, O52. ¢ 
, on4 
418 
, 634 
2,178 
3, 362. 5 
5, 941 
063 
5, 870. 5 
}, 361 
104 
, 004. 4 
9, 609. 





Not available, 


Sources: Based on tables 4 and 5, 
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CHART 7A 
DOMESTIC TRUNK AIR TRAVEL: REVENUE PASSENGER MILES, 
CERTIFICATED FIRST CLASS AND COACH, AND IRREGULAR CARRIERS 


1930-1952 


Domestic Trunk Total 
(CAPTTYicated ©and Irregular) 


le eri ticated First | 


SAL ts cabcaebenanebindienepiaeibad 


3 
, OQY 


re 0 42 Ld B 0 


oo 5; 
Source: See Table 7. “Official Data Prior to 1949 Not Available, @Excludes Local. 
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TABLE 8 Intercity passenger-miles, by type of carrier, 1930-52 


Public carrier 


Rail Bus 


7,100.0 
. 700.0 
, 300. 0 
. 400. 0 
, 100.0 
, 690.0 
, 200. 0 
. 700. 0 
, 100. 0 
, 690.0 
, 000. 0 
, 000.0 
2, 000. 0 
0 
0} 
0 
0 
0 
0 
0 
0 


Sources: Based on tables 1, 2, 3, and 7 
TABLE 9.—Passenger cars and public carriers (total and by type of carrier): 
Passenger-miles, as percentages of total interciiy passenger-miles, 1930-52 


Total Pas- Public carriers 


Year inter- | senger |————— 


city cars | Total) Rail | Bus | 


7 30.3 ¢ 1942 
1931 100 3.7 6.3 5 ] 1943 
1932 100 5 ) 5.3 3 1944 
1933 100 75.6 5 ’ 1945 
1934 100 < 5 ) , 1946 
1935 100. 0 ‘ 25. 6 5 1947 
1936 100. ( l l 9.3 1948 
1937 100. 0 9.3 | 30.7 ‘ 1949 
1938 100.0 ; 
1939 100. 0 
1940 100.0 
1941 100. 0 


49. % 33.3 | 15. 
67 50.0 | 16. 
68.3 | 51.6 | 15. 
63. 47.0 | 14 
47.8 9 | 13 
39.6 61 1B 
37.% | 13 
33. .8 | 12 
31 11. 
30. 5 |} 10. 
29.8 9. 


teh ese A 


NANNOADNS DO 


Nw 


Source: Based on table 8, 
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CHART 8 


INTERCITY PASSENGER MILES, BY TYPE OF CARRIER 
1930-1952 


Total Intercity a 
_ 


oa eke 
sianeiel oats a onal 
1 ng a*—\— Total Public Carrier 





- 
Ca 


*assenger Vars 
(Trips of 50 Miles & Over) 





Air (Domestic Trunk) 


Source: See Table 8, 
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FUTURE 


CHART 9 
PASSENGER CARS AND PUBLIC CARRIERS (TOTAL AND BY TYPE OF 
CARRIER): PASSENGER MILES AS PERCENTAGES OF TOTAL INTERCITY 
PASSENGER MILES, 1930-1952 


Total Public Carrier 


"a 


Passenger Cars 
(Trips of 50 Miles 


and over) 


© 00 oe, 


. 
"teres ee, 


1930 "32 '34 
Source: See Table 9. 
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rasLe 10.—Rail, bus, and air: Domestic intercity revenue-passenger-miles as 
percentages of total public carriers, 1930-52 





Total | | | Total 
Year | public public Rail 
carriers | | carriers | 


> 
¥ 


100 
l 100 
132 100 
133 4 100. 
1934 . 100. 
= 100. 
36 100. 
OF adie 100. 
ws. s..t 100. 
Pee 100. 
40.....] 100. 
M1.....| 100.0] 
| | 


100.0 
100.0 | 
100. 0 
100.0 
100.0 
100.0 
100. 0 
100.0 
100.0 
100.0 
100.0 


Onin 
I DWN 


CNOoYKr af Nao 


wasn 
PNP Sr SPTenrry 


Sanowneorn 
ADOBDKNaAowuao 


nw 
we 





BNW WD 











Source: Based on table 8. 


TABLE 11.—Population and gross national product of the United States, 1930-52, 
1955, 1960, and 1975 





1 
Gross national product Gross national product 


Population ‘ Population 
1951 Current 1951 
prices prices 


Current 


Millions Billions Billions Millions Billions Billions 
123.2 $90. 9 $152. 136.7 ; $293. 4 
124. 75. 140. 138.4 , 316.3 
124. 58. 119. 139.9 5. 307.2 
125. 55. 117. 141.4 2 272.6 
126. 64. 131. 144.1 L 272.3 
127. 72. 143 . 146.6 . 281.0 
128. 82. 163. 1949 149.1 : 
129. 90. 171. 1950 151.7 , 303. 3 
130. 84. 164 1951 154.4 . 329.2 
131. 91. 179. 1952 157.0 | . 336. 4 
132. 101. 197.4 || 1955_. 

133. 126. .3 || 1960 
134. 260.4 || 1975 


wkano- 





Cr De NON Se On“ 


ah On ODW oO 


8 








oneKoo 
-_ 
a 
= 
> 


1U. 8. Department of Commerce forecast, published in Markets After Defense Expansion, Dec. 28 
1952, pp. 73 and 83. 

2 Adjustment by Robert R. Nathan Associates, Inc., based on a range of 165-180 millions estimated by 
the U. 8. Bureau of the Census in Current Population Reports, P-25, No. 58, Apr. 17, 1952. 

§ Forecast in President’s Materials Policy Commission, Resources of Freedom, vol. II, June 1952, pp. 111- 
112. 

4 Forecast by G. Colm and M. Young, the American Economy in 1960, National Planning Association, 
December 1952, pp. 116-120. 


Sources: Population and gross national product in current dollars, Council of Economic Advisors, the 
Economie Report of the President, January 1953. Gross national product in 1951 dollars, 1930-51, Council 
of Economie Advisors, the Economie Report of the President, July 1952. 1952, calculated by Robert R. 
Nathan Associates, Inc., on basis of relationships shown in table B-3, the Economic Report of the President, 
January 1953, 
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a CHART 10 
Sot, RAIL, BUS AND ATR: DOMESTIC INTERCITY REVENUE PASSENGER 


Public MILES AS PERCENTAGES OF TOTAL PUBLIC CARRIERS, 1930-1952 
Carrier 


930 1935 
Source: See Table 10. 
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TaBLE 12.—Relationship of total intercity passenger-miles to population and 
constant gross national product, 1930-52 





Intercity 


Gross na- Intercity | Intercity | aoe 
tional | passenger- passenger- $1,000 con- 
product in : miles per \ 
-- | miles stant (1951 
| | 1951 | capita } ; 
| | ' — gross nation- 


| | | al product 


Population 


Millions Billions | Millions 
1930... nee . . 123, $152. 90, 113. 
1931... sen ‘ 124 140. 85, 864. 
932 pesoukecanees own | 124.9 119. 75, 994. 
1933 piokicd moa 2 125.7 | 9 | 76, 004. 
1934... 2 — « we 126. ! 31. 82, 379. 
1935 peaseeaws aii 127. 3.2 | 86, 872. 
1936 : nai an 128. 98, 880, 
1937... Meeie oan 129 109, 560. 
1938... ‘ . nities 130. 104, 090. 
1939 a . one 131, 111, 545 
1940... ’ cate ae 132. 120, O10. 
1941... ee ‘ awée 133. 4 140, 084 
ita ccdsdancioncs | 134. § 146, 380 
ee eee . 136. 165, 069 
1944 ianieaainenie : 138. 4 174, 608. : 
1945. . . onaee 2 139. 9 183, 496. 
1946 ° habewnn 141 190, 502. 
oo sonnel itilinedients 144 | 176, 409. 
1948 TE ae ‘ 146. 6 173, 506. 
a a ikiatiaimianet mar 149 176, 516. 
1950 ‘ tht a 151. 181, 657 
1951 siveawne pita 154. 203, 076. 
1952. nineees severe 57 212, 567. 


a 


731 | 592 
692 610 
608 638 
605 645 
651 627 
682 607 
771 604 
849 640 
801 633 
851 620 
908 608 
1, 050 | 610 
1, 086 562 
1, 208 563 
1, 262 552 
1,31: 597 
l,¢ 699 
648 

617 

627 

599 

617 


631 


on Go bo 


> DPD 


ew 
CwWUaowWw-IS*) 


Nw 


Cor @~th oO 


erw 
ao 


Sources: Based on tables 8 and 11. 


TaBLeE 13.—Intercity revenue-passenger-miles per constant $1,000 gross national 
product, and per capita, for rail, bus, and air, 1930-52 


- SS 


Intercity revenue-passenger miles per | ' ‘ 
$1,000 constant (1951) gross national Intercity re —_e miles 
product a 


Total Rail | | Total | Rail | 


Bus 


179. 132, 
161.2 112.8 
154.6 | 100. 6 

157.9 | 102, 

161. 105. 

155 100. ¢ 

170. lil. 
196. 120.0 

° 171. 106. § 

1939 ; 72. 103.7 
1940. Ramtensmnencl 166. 100. : 
1941 ‘ 177. 110. ; 
187. 


221. § 163. 6 57.6 | 
182 27 54.0 

147. ¢ 95 50 
148.0 95. 50 
167. ! 109. 56. 
175. 112. 59. 
217. 142. 71. 
260 159 98. 
216. 135. 77 
236 142 
248, 149. 
304, 189. 
535. 361. 
819. 604 
862 652. 
834. ¢ 617. 
644 416 
485. : 277 
441. 241 
395 198 
372. ! 


176. 5 
403 192. 
403 
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104. 
163. 
203. 
194. 
193. 
185. 
166. 3 
160. 
150 
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131. 
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1942. RE TS. 277. 
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ee eens 334 
1947... ‘ waaubaia 256. 
1948 aan | 230. 
1949... ‘ 209. 

186. 

189. 

188. 
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Sources: Based on tables 8 and 11, 
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CHART 12 


INTERCITY PASSENGER MILES PER CAPITA AND PER $1,000 CONSTANT 
(1951) GROSS NATIOWAL PRODUCT, 1930-1952 


Per Capita 


Sources See Table 12. 
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CHART 13 


INTERCITY REVENUE PASSENGER MILES PER $1,000 GNP (IN CONSTANT 
DOLLARS), FOR RAIL, BUS AND AIR, 1930-1952 


Total (Rail, Bus and Air) 


19390 °32 °S "36 "SB 
Source: See Table 13. 
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CHART 13A 


INTERCITY REVENUE PASSENGER MILES PER CAPITA FOR 
RAIL, BUS, AIR, 1930-1952 


Total (Rail, Bus and Air) 


1930 "32 "34 °%3 46 “4B '50 
Source: See Table 13. 
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TABLE 14.—Domestic trunk air traffic, totai and by class: Revenue passenger- 
miles (in millions) and percent changes from year to year, 1930-52 


All carriers 


Total 
reve- 
nue 
passen- 
ger- 
miles 


Per- 
cent 
in- 
crease ! 


85. 1 
107. 
127. 
174. 
189. 
316. < 
439. 
4il 
479 
682. 

1, 042. 
1, 384. 
1, 418. 
1, 634. 
2, 178 
3, 362 
5, 941. 
6, 063. 
§, 875 
6, 987. 
8, 438. 
11, 106. 
| 13,000. 8 | 


| 
i 


owner Oo 


ODN 


ADMWOwwWDaQOnnn~ 


“it 


bt et OD OD et et Co A 


2h 


| 
; 


ors 


m1 Os 


All classes 


Total 
reve- 
nue 
passen- 
ger- 
miles 


Per- 
cent 
in- 
crease ! 


Certificated carriers 


ist class 


Total 
reve- 
nue 
passen- 
ger- 
miles 


Per- 
cent 
in- 
crease ! 


CONN OMUMOCHKHDSHO 
APWWANHWAGS 





! Over previous year. 
2 Not available. 


Sources: Based on tables 4 and 5. 


83796—53——34 
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Coach 


Total 
reve- 
nue 
passen- 
ger- 
miles 


cr 
| 


cent 


Irregular 
carriers 


Total | 
reve- | 

nue | 
passen- 

ger- 


Per- 
cent 

} in- 

| crease ! 


Per- } 


in- 
ease ! 
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TaBLe 15.—Coach as percentage of total revenue-passenger-miles, by each travel 
mode, domestic travel only, 1930-52 


4 Percentage of all air (domestic trunk) Certificated 
Rail coach a eG ‘ ; } il coach as per- 


as percent - : cent of do- 
‘ ai Total air Certificate stic ¢ 

of all rail a ated Irregular mestic air 

coach coach coach 


Not available 
2 Less than 0.05 percent. 


Sources: Based on tables 2 and 7, 


TABLE 16.—Total purchased intercity, and rail, bus, and domestic air travel: 
Revenue-passenger-miles, and air as a percentage of total, by class of facility, 
1980-52 


{Revenue-passenger-miles in millions] 


Ist class Coach 


Air as Air as 

Air ™ Air 
percent Total Rail ; percent 
(trunk of total (trunk) of total 


Total Rail 


| 


11, 425. 11, 340 
&, 892 , 785 
6, 058. 5 
5, 426 
6, 295 
6, 799. 

8, O11 
8, 537 

, 834. ¢ 
. 209. 
8, 340. 

10, 550. 

19, 270. 

26, 309. 

29, 121 

30, 274. § 

25, 742 

18, 323. 

16, 8865. 

15, 710. ¢ 

16, 105 

19, 229. 

19, 374. § 


7.100 
6, 700. 
6, 300. { 
6, 400 
7, 100. 


PMNS 


News 


183 
SOS 
482 7, 600 
9, 860 ; 9, 200 
, 116.9 | 12, . 12, 700 
312 21% 10, 100 
, 717 t 11, 600. 
4, 485. : 2, 485. ¢ 12, 000 
106. 14, 000 
, 910.3 . ¢ é 22, 000 
, 707 57, § 27, 800 
90, 207. 6 2% 5 | 26, 920. 
86, 442 
165, 332 
151, GOR. ¢ 
3 147, 848 
40. 43, 310 
42 40, 413. ’ 
46, 43, 126 19, 
49. 6 44, 029 19, 997. § 20, 640 


ene 


wen 
MMs 


roe OCR KON K Onn Oe oO 


Does not include irregular coach traffic, for which no official data are availabk 
2 Not available 


Source: Based on tables 2, 3, 4, and 5, 
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TABLE 17.- 


1949 


Total domestic trunk. . 
Standard fare 
Air coach - 

American Airlines 
Standard fare_.....| 
Air coach 

DW idicscsas eee 
Standard fare... 
Air coach 

United Air Lines 
Standard fare 
Air coach 


1 COMMUN AwWIO =a 


1 Excludes territorial. 


FUTURE 


Certificated airlines: 
and coach operations, nid September 1952 


OF IRREGULAR AIRLINES 


Load factors, domestic trunk, standard fare, 


j j 


|} Jan.- 
1951 | Sept. 


Jan - 
1951 | Sey 
19 


Northwest Airlines 56.6 | 56. 
Standard fare......} 53. 52. 

Air coach _ _-- = 75.1 | 69. 
National Airlines_. 44. 53. 
Standard fare._ 44.6 | 48. 
Air coach. ..-. 58.9 | 70. 

| Eastern Air Lines. 55. 61. 
Standard fare. 55.1 | 58. 
Air coach... 72. 80. 
Capital Airlines = oon ae 53. 
Standard fare. .-- 47.0 | 51. 
A SOOOD. .. cae<-cu=) Bes 


1949 | 1950 


CU hOS OKO 
one One ODnNDON 


o Fe Oo tS on 
Cconwnnowonooec-c6 


OWI OKs 
a 
_ 


ao 


Source: Based on data published in the Civil Aeronautics Board, Recurrent Report of Mileage and 
Traffic Data, and other data available in the Bureau of Air Operations. 


TaBLe 18.—The flezible airlift capacity of the irregular carricrs has been a vita 
factor in the defense of the United States 


Berlin Airlift !...._- 
Pacific Airlift: 
949 


International military charter: 
1949 
1950__... 
1951 (Jan.-Se pt wer” 


951 (Jan.-Sept.).....- 
Military: intra Alaska: 


1 July 1, 1948-Dec. 31, 1949, 
3 Not available. 
§ Preliminary. 


OVERSEAS 


Passengers flown Cargo Revenue-miles 





| 
Percent by | 
irregulars | 


| 
Percent by 
| irregulars 


Total 
tons 


Total 


| Percent by 
number 


| irregulars 


18, 122 | 


() | 
54 479 
125, 913 | 
(?) 
2, 389 
3, 682 


3, 779 


(2) 


18, 224.000 
46, 609, 000 
@) | 


6, 676 
26, 671 
3105, 848 


(?) 


50 
40 
19 


540 
180 
529 


770, 000 | 
535, 000 
1, 135, 000 


| 
anit am 


AT HOME 


Passengers Cargo 


Number Miles flown | Tons Miles flown 


Percent 
iby irreg- 


Percent 
by irreg- 
ulars 


| Percent 
by irreg- 
ulars 


Percent 
by irreg-| 
ulars 


Total Total Total 


6. 008 {3,983,000 |” 
0 932, 000 


24 978, 000 
100 700, 000 


Includes, in addition, air support in the Atlantic for the Berlin Airlift. 


4 Includes tonnage of passengers. 


Source: U. 8. Department of the Air Force as published in CAB Docket No. 5132, BAO exhibit No. 14, 
and in Aviation Week, March 2, 1953, p. 213. 
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raBLeE 21.—The San Francisco-Los Angeles experience dramatically 


illustrates 
what low-fare air coach can do 


On the San Francisco-Los Angel } Total United 
States do- 
mestia air 
travel as 
percent of 
total bus, 
rail, and 


uit 


Period Average passenger fares Air travel 


as percent 
Certificated | Certificated | °f total bus, 


“each set class rail, and air 


48—I1st quarter 
2d quarter 
td quarter 
ith quarter 
449—Ist quarter 
24 quarter 
3d quarter 
ith quarter $14.10 
O-— Ist quarter ¢ 14. 10 
2¢ quarter 9. OF 9.95 
3d quarter 


9. 95 
4th quarter 


9. 95 


Table 10 


2 Consumers Union, June 1950, article by Edward M. Brecher, Air Travel Can be Inexpensive 
* Source: Civil Aeronautics Board 





“Sul "saqupoossy UbIeN “y qaeqou 
GSLs O9s LSa SSu 2S. 1 LS SSu 25, SLi O91 LS SSs 255 
0 


000 '€ 
*W’d* uy JO 


if eynoy UO;TT TW 


SLs O94 Lua SSa Zz SLs O90 LSa SS5 2S. GLa O9+ LSs SSa ZS 


#0M0 TIYD 


UeoTsewy YON * 
pezoe} org 
70420 TIV 
weopJeuy W410" 
ZS6l pewmuraeg 


MN 
z 
| 
& 
- 
c 
Dp 
S 
ee 
on} 
=} 
_ 
fy 
° 
fe 
oS 
=) 
& 
eo 
fe 


SHiWuVD WFHLO TTY ANY NVOIYGWY HON 
*SILNOU GISOdOUT AG = SLOT ANY OFT ‘AS6L ‘SS6T OIgsVaL GZLOGLOUs ‘ZS6T OIdsVUL CILYWI LST 
ST LYVHO 





‘our ‘Se,Bpoossy UBYyIeN “Y yeQoYy 


nm 
a 
r 
4 
— 
s 
— 
lout 
_— 
_ 
< 
fc 
< 
; 
_— 
- 
~ 
rr 
os 
na 
eS 
~~ 
ont 
— 


OF 


(peyeuyzeg) 
zS6T 


FUTURE 


avo piecy aon 


sxeparey somo trv 
,O 
tao SUSIWEYD MGHLO TTY CNY NVOTUSKY HIUON 


*S4oT GNV O96T “LS6L “SS6T Galoaroud ANY ZS6T ‘4# HOMOWHL IW SELNOU NO II4sVUl IVIOL 
9T LYVHO 





534 FUTURE OF IRREGULAR AIRLINES 


APPENDIX A—ESTIMATION OF REVENUE-PASSENGER-MILES FOR ROUTES PROPOSED 
BY NORTH AMERICAN AIRLINES, 1947 THROUGH 1950, AND 1952 


(See sec. LV of exhibit) 


To evaluate North American’s projected traffic volume, it is necessary t 
examine, as far us the data permit, the past trend of domestic air traffic on the 
routes North American proposes to fly. This note briefly describes the assump- 
tions, the methods, and the sources employed in estimating total revenue pus 
senger miles for the pertinent routes for the years 1947 through 1950, and 1952 

Che description of the route estimates is in three parts. Part I describes the 
estimates of certificated traffic on the pertinent routes for the years 1947 
through 1950, and 19! Part II describes the estimates of revenue-passenger- 
miles of irregular airlines on the pertinent routes for 1949, 1950, and 1952 
Part III describes the combination and treatment of the two sets of figures de 
rived in parts I and II, 


PART I, CERTIFICATED AIRLINES 


Official statistics en annual revenue-passenger-miles for the seven routes 
studied are not available; however, available route and segment data afford a 
basis for constructing the required information. 

The distribution of trunkline traffic by route in March for 4 of the 7 
routes studied was assumed to be characteristic of the distribution on a full-year 
basis. This assumption provided the basis for estimating the traffic of the certif- 
icated airlines on all routes except those originating or terminating in Miami, 
Fla., for which special seasonal factors had to be taken into account. (Miami 
is the only station on these routes that has traffic which is chiefly of a vacation 
resort nature.) 

Subsections A and B below describe the estimation of revenue-passenger- 
miles by segment on an annual basis; subsection © describes the technique 
by which traffic on segments that are part of more than one of North American's 
proposed routes was allocated among the pertinent routes; and subsection D 
summarizes the sources of data. 

A. Estimation of traffic on segments on North American’s proposed routes 
Nos. 1, 2, 3, and 4:* The distribution by segment in March of each year was 
assumed to be characteristic of the distribution on a full-year basis. For each 
segment and in each year the percentage that March revenue-pussenger-miles 
was of the March total domestic trunk (including territorial) revenue-passenger 
miles, Was applied to the total yearly volume of domestic traffic (including 
territorial) in order to obtain annual estimates by segment. (See tables A-1, 
A-2a, and A-3.) 

B. Estimation of trafic on segments on North American’s proposed routes 
Nos. 5, 6, and 7:* The March percentage of total revenue-passenger-miles of routes 
originating or terminating in Miami, Fla., was not accepted as characteristic on 
a full-year basis because March is a peak travel month in Florida. Instead, full 
year totals were estimated following the inflation of March figures on the basis 
of March to annual ratios for the years 1950 and 1951. The inflation factors 
were derived from March and annual data on flights from Boston—New York to 
Miami—Key West as reported by two major airlines (Eastern and National) for 
1950 and 1951. Examination of the data of these airlines showed that March 
traffic represented 12 to 13 percent of annual traffic during 1950-51. Inflation 
factors were applied to all pertinent segments originating or terminating in 
Miami: New York—Miami, Chicago—Miami, and District of Columbia—Miami. 
(See tables A-1, A—2b, and A-3.) 

Several refinements and adjustments were made in computing and applying 
the inflation factors, as follows: 

(1) Eastern Air Lines’ data for 1950 and 1951 related to its Boston—-NewYork 
Miami route. For March of these 2 years the New York-Miami segment accounted 
for 59.4 and 59.7 percent, respectively, of total revenue-passenger-miles on this 
route. These percentages were used to estimate the annual 1950 and 1951 fig- 
ures for the New York—Miami segment. No comparable adjustment could be 
made to exclude Key West from National Airlines’ figures because of lack of data 

March inflation factors were derived by combining Eastern’s estimated New 


1Rout No. 1: SFO-LA-—NY. Route No. 2: SFO-LA-Dallas—DC-NY. Route No. 3 
SFO-LA-KC-Det—Phila—NY. Route No. 4: SFO—-Chi-NY. 

? Route No. 5: New York-Miami. Route No. 6: Chicago~Miami. Route No. 7: New 
York—DC-Miami. 
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York—Miami and National’s New York—Miami-Key West traffic for March, and 
for 1950 and 1951. The percentage March was of annual 1950 and 1951 was then 
omputed. 

(2) March 1952 data for Eastern Air Lines’ New York—Miami segment, as 

ported by CAB, were adjusted to compensate for the contratrend low revealed 
by comparing Eastern’s New York—Miami segment with its Boston—New York- 
Miami route. The comparison for March 1952 was with March of the years 1947 
through 1951. (This adjustment followed a procedure outlined in CAB Docket 
No. 5669, National Airlines Exhibit No. 74.) Examination of the average rela- 
tionship of Eastern’s New York-Miami segment to Eastern’s Boston—New York- 
Miami route for March 1947 through 1251 showed revenue-passenger miles on the 
New York—Miami segment as 55.9 percent of the route. This percentage was 
applied to Eastern’s March 1952 Boston—New York—Miami route figure to raise 
the New York-Miami segment total from 34.2 to 55.9 percent of the total route. 

C. Allocation of “annualized” segment data among pertinent routes. Estimates 
of revenue-passenger-miles for segments that were part of only one North Ameri- 
can route were allocated in their entirety to those routes. However, where a 
segment appeared on more than one route, its traffic was distributed among the 
routes in the same proportion as were North American’s comparable segment 
figures by route for the year 1955 (projected). (See tables A-4, A-5, and A-6.) 

D. Sources of data were CAB’s Origination and Destination Surveys, CAB’s 
Recurrent Report on Mileage and Traffic, and CAB Docket No. 5669 National 
Airlines Exhibits Nos. 68 and 74. 


PART II. IRREGULAR AIRLINES 


The CAB Origination and Destination Surveys do not cover the irregular air- 
lines. Estimates of revenue-passenger-miles for these airlines were derived from 
estimates of available seat-miles by route and combinations of routes* for the 
first three quarters of 1951 that were made by the CAB’s Bureau of Air Opera- 
tions. The following is a summary of the method used in the preparation of these 
estimates. 

1. An estimate of available seat-miles by route for the year 1951 was derived 
by assuming that the volume for the first three quarters of the year represented 
three-fourths of the 1951 total. 

2. An assumed average 80 percent load factor was then applied to derive 
estimated revenue-passenger-miles on each route. 

3. The ratios of revenue-passenger-miles by route (and combinations) to total 
domestic for 1951 were then applied to the totals for the years 1949, 1950, and 
1952, to obtain estimates for these years. (See table A-7.) 

4. As in the case of the segment data for the certificated lines, it was necessary 
in several instances to allocate revenue-passenger-miles for combination routes 
among several North American routes. This apportionment was based on North 
American’s distribution of revenue-passenger-miles among pertinent routes for 
1955 (projected). (See tables A-4, A-5, and A-8.) 


PART III, COMBINATION OF ESTIMATES FOR CERTIFICATED AND IRREGULAR AIRLINES 


Final estimates were obtained by combining, by year, certificated and irregular 
data for comparable routes and for total domestic traffic. The route figures 
were then related to the total domestic traffic data to derive the route ratios 
(See tables, sect. IV, 3a and 3b.) 


* The routes (and combination of routes) for which available seat-miles were given were 
as follows: 
NY /Newark-—Calif. 
NY/Newark-—Chi. 
chi—Calif. 
Chi-—Florida. 
New England/NY/Newark—Florida. 
NY/Newark-—Det. 
NY /Newark-KC. 
SFO-LA. 
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TaBLeE A-1.—Certificated airlines: Revenue-passenger-miles, total domestic ' 
trunk and selected segments, March of each year, 1947-50 and 1952 


{In thousands] 


Segments 1947 | 1948 1949 


| 
| 


Total domestic_..........-...----- 541, 525 462,429 | 558, 282 597, 934 


San Francisco-Los Angeles........-..... ; | 7, 196 5, 983 
San Francisco-New York-_..........--- , 367 10, 557 | 13, 780 12, 387 
Los Angeles-New York éetind 2 i f 15, 249 16, 486 20, 233 
San Francisco- Dallas in aebiael ‘ 504 | 842 770 
San Francisco-Washington, D. C <= 2, 46 2, 471 3,179 3,091 | 
Los Angeles-Dallas . aed ,8 1, 357 1,744 1, 355 
Los Angeles-Washington, D. C ...-..-. 3, 58: 2,119 2, 643 2, 956 
Dallas-Washington, D. C . ada 9R¢ 745 | 987 865 
Dallas-New York , 96° 2,015 2, 994 | 2, 437 | 
Washington, D. C.-New York widens 5, 449 4, 187 5, 981 5, 105 
San Francisco—Kansas City 8 585 | 683 616 
San Francisco-—Chicago..-_- . , 483 20% 5, 299 4,518 
San Francisco- Detroit a 906 1, 205 
San Francisco-Philadelphia ak ‘ 959 f 906 836 
Los Angeles-Kansas City anal ‘ ; 0% 2,116 2, 241 
Los Angeles-Chicago --._...._- nannies , 262 4 7, 247 8, 632 
Los Ang*les- Detroit i , 356 56 1, 621 1, 706 
Los Angeles-Philadelphia. - - - ae , 226 978 917 
Kansas City-Chicago......_- - »t 226 1, 660 1, 683 
Kansas City—Detroit---- Seaae Samad : | t 308 435 
Kansas City-Philadelphia____- con 206 3 191 218 
Kansas City-New York_--.-- Addon j 5! 2,123 2, 223 | 
Chicago-—Detroit __- capeild beth 2, 34: 53! 1, 830 2, 001 
Chicago-Philadelphia ‘ a 70 | 1, 435 1. 412 
Chicago-New York } 3, 930 | x 15, 595 15, 896 
Detroit-Philadelphia_- ‘ vhadde : 53 783 812 
Detroit-New York__.- ; 2 3, 386 4, 528 4,975 
Philadelphia-New York-_-.-- , : 139 114 
 eaenis 30. 834 | 23, 236 42,776 
Chicago—Miami_.-. bus caduabucel 8, 37 , 963 | 8,721 | 16, 753 
Washington, D. C.-Miami_.............-- 2, 355 | 2, 232 | 2, 560 4, 306 




















1 Includes territorial. 
2 Revised from 36,166,000 revenue-passenger-miles, See appendix A, pt. I-B-2. 


Source: CAB, Origination and Destination Surveys, 
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ABLE A—2a.—Certificated airlines: Revenue-passenger-miles on selected seaments 
as a percent of total domestic reventie-passenger-miles,’ March of each year, 
1947-50 and 1952 


Segment | 1949 1950 





san Francisco—Los Angeles 
san Francisco-New York. 
is Angeles-New York... 
san Francisco-Dallas ia 
san Francisco-Washington, D, C- 
Los Angeles-Dallas a . 23 
s Angeles~Washington, D, C | 49 
Dallas-Washington, D. C__. aha .| 4 ; .18 14 
yallas-New York tilth lew swniyale . 36 7 . 54 | 41 
Vashington, D. C.-New York . 85 
an Francisco-Kansas City- -10 
Franciseo-C hicago _ - . 76 
1 Francisco-Detroit . 20 
1 Francisco-Philadelphia -i 
Angeles-Kansas City -37 
Angeles-Chicago 
os Angeles-Detroit 4 boil 
Los Angeles-Philadelphia- - . 
Kansas City-Chicago 
Kansas City- Detroit gus. 
Kansas City-Philadelphia_--. 
Kansas City-New York.. 
Chicago-Detroit 
Chicago-Philadelphia 
Chicago-New York 
Detroit - Philadelphia 
Detroit-New York oats 
Philadelphia-New York.. ..- 


1.00 | 
2. 07 
3. 38 
13 


. 52 








1 Includes territorial. 
1 Less than 0.005 percent. 


Source: Based on table A-1. 


TABLE A-2b—Certificated airlines: Revenue-passenger-miles on routes originat- 
ing or terminating in Miami, Fla., March as a percent of total year for seg- 
ment,’ 1947-50 and 1952 


1949 | 1950 | 1952 


Segment 1947 1948 
5 


New York-Miami..............- 7 j 12.8 
Chicago-Miami. .._.. , okie 12.8 


i 
a attend 2 Li 
Washington, D. C.-Miami. 12.8 1 


3 
.3 
3 


| 


| 
1 Average of 1950 and 1951 (12.8 percent) was applied to 1947, 1948, 1949 and 1952. Percentage derived from 
1950 data alone (12.3 percent) was used for 1950. 


Source: See appendix A, pt. I-B and I-D. 
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TABLE A-3.—Certificated airlines: Revenue-passenger-miles, total domestic trunk, 
and estimated by segment, 1947-50 and 1952 


{in thousands] 


1947 1948 1949 


Total domestic 6, 063, 100 5, 875, 300 6, 609, 800 
l'otal selected segments 1, 517, 1, 304, 318 1, 502, 390 


San Francisco-Los Angeles 10. 6 90, 480 85, 266 
San Francisco-New York 7 133, 957 163, 262 
Los Angeles-New York : 193, 885 194, 989 
San Francisco-Dallas 5 6, 468 9, 915 
San Francisco-Washington, D. C 7 31, 139 37, 676 
Los Angeles-Dallas 17, 088 20, 490 
Los Angeles-Washington, D. C 016 27, 026 31, 066 
Dallas-Washington, D. C 914 9, 400 11, 898 
Dallas-New York 21, 827 25, 851 35, 693 

Washington, D. C.-New York 237 53, 46: 70, 725 

San Francisco-Kansas City 307 7 7, 932 ; | 14, 
San Francisco-Chicago 717 54, OF: 62, 793 

San Francisco- Detroit 2, 733 8, 10, 576 

San Francisco-Philadelphia 914 8, 225 10, 576 | , 95: 22, 
Los Angeles-Kansas City 402 , 7 25, 117 | 28, 9 22, § 
Los Angeles—Chicago 593 80, 46 85, 266 | 

Los Angeles-Detroit , 678 3, 513 | 9, 168 | 22, 689 | 51, 652 
Los Angeles-Philadelphia , 945 7, 6 898 . 736 18, 018 
Kansas City—Chicago 977 j 9, 829 21, ¢ | 22, 823 
Kansas City- Detroit , 688 3, 528 3, 966 5. 8, 408 
Kansas City-Philadelphia 2, 425 | oe , 983 3, 126 4, 805 
Kansas City-New York . 796 9, 976 25, 117 28, 948 | 34, 835 
Cc Detroit 071 20, 56 21, 812 | 25, § } 39, 640 
Chicago-Philadelphia 14, 551 7 , 185 | 8, 36, 036 
Chicago-New York 155, 822 28, 669 84, 207, 328 291, 892 
Detroit—Philadelphia 6, 669 3, 463 9, 2! 953 | 1 
Detroit-New York 44, 261 2, 890 | 53, 536 h4, 937 | 81, 682 
Philadelphia-New York 1, 213 588 , 3 , 56 2, 402 
New York-Miami 240, 891 016 181, 531 | ; ‘ 364, 695 
Chicago-Miami 65, 398 68, 13: : : 139, 422 
Washington, D. C..-Miami 18, 398 , 433 20, 35, | 36, 172 


1 Includes territorial 


Sources: Total domestic trunk, table 4. All other data derived by applying percentages shown in tables 
A-2a and A-2b to total domestic trunk, 
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North American Airlines: Projected 1955 revenue-passenger-mile 
for segments appearing on more than one proposed route 


Percent of 
Existing route or segment Proposed route segment I total sec 


ment 


ated carriers’ segments 
in Francisco-New York 


No. 1 San Francisco-New York 
No. 4San Francisco-New York 


Los Angeles-New York 


No. 1 Los Angeles-New York 
No. 2 Los Angeles-New York 


Washington, D. C-New York 


2 Washington, D. C-New York 
7 Washington, D. C-New York 


Chicago New York 


3 Chieago-New York 
4 Chicago-New York 


New York-Miami 


5 New York-Miami 
7 New York-Miami 

Irregular carriers’ routes 
New York-California ° 314, 467, 000 


1 San Francisco-New York , 000 
1 Los Angeles-New York 000 
2 Los Angeles~-New York 7, 000 
4 San Francisco-New York , 522, 000 


Chicago-California é ‘ ’ 000 


3 Los Angeles-C hicago a 59, 458, 000 
4 San Francisco-C hicago 7 000 


New England-New /York- |....-.. , 326 
Florida. oe 
. 5 New York-Miami-.-. ‘ , 315, 000 | 
7 New York-Miami 32, 011, 000 


Chicago-New York... a sic ‘ “an 40, 651, 000 100. 0 


No. 3 Chicago-New York...- 2, 000 30.9 
No. 4 Chicago-New York 28, 080, 000 | 69.1 


Source: North American Airlines, Inc. 
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Tas_Le A-6.—Certificated airlines: Estimated revenue-passenger-miles for selected 
routes and segments, by North American’s proposed routes, 1947-50 and 1952 


{In thousands] 


1949 


6, 063, 100 |5, 875, 300 |6, 609, 800 |7, 823. 700 
1, 517, 905 04, 318 (1, 502, 390, |1, 899, OR4 


New York 96, 912 175, 667 186, 914 


New York 710 18, 091 58, 
New York 51, 202 , 576 128, 


467 204, 505 573 
57 9, 915 10, 1 
676 40. 
, 490 17, 
066 38, 33 
686 90, 
1, 898 10, § 


ew York 


Francisco-Los Angeles-Kansas City 
Chicago—Detroit-Philadelphia- New York... 


San Francis 
n Fran 
San Fr 
San Francisco 
Los Angel 
Los Angeles 
Los Angeles 
Los Angeles 
Kansas City ica 
Kansas C Detroit 
Kansas City- Philadelphia 
New York 
roit 
*hiladelphia .o > » } 
New York . 39, 75 56,984 | 64, 064 | 
Iphia j ; 2! . 953 
Detroit-New York , 26 5 4, 937 
Philadelphia~-New York 1, 213 oe , 565 | 


Francisco—Chicago-New York 239, 005 228, 294,873 | 306, 535 | 


San Francisco—-Chicago 7 54, 62, 793 | 59, 460 
San Francisco-New York 5 . 104, 65 811 
Chicago- New York ; 8, 27, 429 264 


New York-Miami , 71, 51 129, 250 247, 614 
New York-Mi 5 5 129, 250 247, 614 


Chicago-Miami 5, 5 68, 133 203 | 


Chicago-Miami 35, : : 68,133 | 136, 203 | 


New York-Washington, ).-Miami 114, 857 175, 200 


New York-Washington, Cc 36, 865 : } 42, 576 40, 034 
New York-Mia 39, 377 57, 31 52, 281 100, 158 
Washington, D.C imi ~ 4: 20, 000 35, 008 


1 Includes territorial 


Sources: Total domestic trunk, table 4. All other data, tables A-3 
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Irregular airlines: Estimation of revenue passenger-miles, by route, 
1949, 1950, and 1952 


January-September 1951 


Estimated distribution of revenue- 


€ pe ssengecr Passi iger miles 2 
€ asseng 
Route Revenue D ri 


Available miles 
seat miles . ‘ 


Number Percent 1949 1950 1952 


Total domestic 584, 600, 000 100.0 | 378, 000, 000 400, 000 | 988, 800, 000 


York/Newark-Califor- 

1 315, 180, 462 | 252, 144, 000 46 162, 918, 000 | 264, 806, 000 426, 173. 000 
Y ork/Newark-C hicago 3, 6 2, 902, 000 5 1, 890, 000 3. 072. 000 4944. 000 
go-California 9, 613, 95 , 691, 000 3 4,914, 000 7, 987, 000 12, 854, 000 
izo-F lorida 662, 492 530, 000 : 10, 584, 000 7, 203, 000 27. 686. 000 

England-New York } 

Newark-Florida 112, 007, 310 89, 606, 000 5.3 57, 834, 000 ( 03, 000 | 151, 286, 000 
New York/Newark- Detroit 8, 902, 360 7, 122, 000 : 4 536, 000 | . 000 11, 866, 000 
New York/Newark-Kansas | 

City ‘ 1, 051, 099 841, 000 378, 000 | oo 9X8, 000 

As Angeles . 10, 794, 186 , 635, 000 § 5, 670, 000 ( 000 14, 832, 000 


Assumes load factor of 80 percent. 
I 1 on percentage distribution by 10wn for est ad J September 1951 revenue- 
er-mil 


Sources: Available seat miles, January-September 1951, CAB Docket No. 5132, Bureau of Air Operations 
it No. 12. Revenue-passenger-miles, January-September 1951, total domestic, CAB Bureau of Air 
peration Annual data, total domestic, 1949, 1950, and 1952, table 5. 


TasLE A-8.—Irregular airlines: Estimated revenue-passenger-miles for selected 
segments, by route group, related to applicable segments on North American’s 
proposed routes, 1949-50 and 1952 


{In thousands] 


North 
Route group and s American 1949 1950 1952 
route 


tic trunk ; i 378, 000 614, 400 988, 800 


i], selected segments 724 404, 274 650, 630 


Francisco-Los Angeles 3 5, 670 9, 216 14, 832 
York-California ‘ », 918 264, 806 426, 173 
San Francisco-New York I 22, 157 36, 014 57, 960 
Los Angeles-New York 471 108, 040 73, 878 

Do 2 34, 701 56, 404 5 
San Francisco-New York , 589 64, 348 


igo-California , 914 


Los Angeles-Chicago 
San Francisco-Chicago 


Chicago-New York 


Chicago-New York 
a 


Kansas City-New York 
Detroit-New York 3 . 7, 373 


New England-New York-Florida 57,83 94, 003 
New York-Miami_-. 0. 4 7 66, 930 
Do " - 4 56 7, O73 


Chicago-Florida 


Sources: Total domestic trunk, table 5. All other data, tables A-5 a 
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APPENDIX B—SELECTED POPULATION AND AIR PASSENGER Data, UNITED States 
AND 10 METROPOLITAN AREAS 


(See sec. IV of exhibit) 


Selected data on population and certificated air passenger traffic for the United 
States as a whole and for 10 major metropolitan communities on the routes 
North American proposes to fly are set forth in the pages that follow. These 
data were employed as checks against the projected increases in air traffic on 
the North American routes Nos. 1 through 7, as described in section IV of this 
exhibit. 

Table B—-1 below shows the percentage growth in the United States total and 
urban population during the 1940-50 decade. The United States total popula- 
tion grew nearly 15 percent, while urban population increased almost 19 percent. 
However, the total population of 10 major communities on North American’s 
proposed routes increased even more, namely, 22 percent. Six of the ten com- 
munities during this period had population increases ranging from about 27 per- 
cent to approximately 85 percent. Of the 4 communities whose population grew 
at a rate slower than the total urban population of the United States, only 2 
(New York, N. Y., and Chicago, Ill.) had rates of population growth below that 
of the country as a whole. 

Tables B-2 through B-12 below contain data on changes in population; growth 
in number of emplaned passengers; changes in pasenger index; and changes 
in average length of air trip. The data are for the United States and 10 
metropolitan areas. In addition, Tables B-3 through B-12 include data for each 
of the 10 communities on passengers per departure and number of airlines. The 
10 metropolitan areas are Chicago, Ill., Dallas, Tex., Detroit, Mich., Kansas City, 
Mo., Los Angeles, Calif., Miami, Fla., New York-northeastern New Jersey, Phila- 
delphia, Pa., San Francisco-Oakland, Calif., and Washington, D. C. 

The passenger index represents the number of air passengers per 1,000 of the 
community’s 1950 population and is shown for 1950 and 1951. Data on average 
length of trip for the United States are based on CAB annual statistics on 
domestic trunk-feeder revenue passenger-miles and passengers carried. Aver- 
age length of trip data for each year for the 10 metropolitan areas are for 
September of the previous year. Passengers per departure for 1948 and 1949 
were derived by dividing the number of emplaned passengers by the number of 
aircraft departures; for 1950 and 1951, they were obtained from the Civil 
Aeronautics Administration. 

The number of emplaned domestic passengers in the United States in 1951, 
as shown in table B-2, exceeded 22 million, and were approximately 69 percent 
more than in 1948. In 1951 there were about 34 more domestic air passengers 
per thousand population than in the preceding year when the passenger index 
was 112.5. The average length of trip for the country’s domestic air passengers 
was 475 miles in 1951 compared with 464 miles in 1948. 

Of the 10 metropolitan areas covered in tables B-3 through B-12, Dallas had 
the highest passenger index in 1951, almost 993 per 1,000 of (1950) population. 
Miami was close behind with 939 per 1,000 and Washington, D. C., was next 
with 843 per 1,000 of population. The passenger index for Kansas City, Mo., 
was about 440 per 1,000, or a little more than half that of the Washington, D. C. 
metropolitan area. The 1951 passenger indexes for San Francisco-Oakland, 
Chicago, Los Angeles, Detroit, and the New York-northeastern New Jersey 
area fell between 337 and 206 per 1,000. The passenger index for Philadelphia 
was only 70.5 per 1,000 in 1951. 

The number of passengers per departure increased consistently during 1948-51 
for each of the 10 metropolitan areas, with but 2 exceptions (both in 1949). 
The New York-Northeastern New Jersey metropolitan area had the most 
passengers per departure in 1951, just under 25; next came Miami with 24, Los 
Angeles with 22, Chicago with 21, and Washington, D. C., with about 18. The 
New York-Northeastern New Jersey area, with 18 passengers per departure, 
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was first among the 10 communities in 1948, and with less than 20 passengers 
per departure in 1949, was first in that year, too. The leading metropolitan 
area in 1950 was Miami with 23 passengers per departure. The largest per- 
centage increase in the number of passengers per departure was in the Los 
Angeles area where the growth during 1948-51 was nearly 75 percent. 

Changes in the average length of trip for passengers in each of the metropolitan 
areas have tended generally to follow the pattern for the country as a whole, 
rising and falling with the national trend. However, whereas the average 
length of trip for the entire United States was 11 miles greater in 1951 than in 
1948 (475 compared with 464), the average length of trip for 4 areas (Los 
Angeles, Philadelphia, Kansas City, and San Francisco) was from 56 to 19 
miles less than in 1948; for 3 other areas, it was only 3 to 9miles greater; 
for 1 area, it was 12 miles greater; only in the case of Miami and Detroit were 
there substantial absolute increases in average length of trip during the 1948-51 
period. 

The sources for the community data appearing in tables B-2 through B-12 
are listed below: 


Population: Bureau of the Census, County and City Data Book, 1949; United 
States Department of Commerce, Regional Trends in the United States 
Sconomy, 1951 (for urban population). 

Revenue-passenger-miles (United States total): Civil Aeronautics Board, Re- 
current Report of Mileage and Traffic Data. 

Number of passengers and average length of trip: 1948, 1949, and 1950: Civil 
Aeronautics Administration, Airline Passengers, December 1951. 

All other data, including passengers carried (U. S. total): Civil Aeronautics 
Administration, Enplaned Airline Traffic by Community, 1948, 1949, 1950, and 
1951. 


TABLE B-1.—Selected population data: United States total and urban, and 
selected metropolitan areas, 1940 and 1950 


1940 1950 


Percent of— Percent of— (Percent 
-- acacia boise i aiiasa ie 
Population 1940-50 


| Population United | United United | United 
States | States States | States 
total | urban total | urban 


United States total 131, 669, 000 100 697, 000 100.0 


Total urban 1 81, 270, 000 6 468, 000 64.0 100. 
Total selected communities 28, 764, 000 21 35. 4 | 091, 000 23.3 36. 


go, Ill ; 4, 826, 000 : 5. § 5, 495, 000 3.6 5.7 
Tex 399, 000 ; F 615, 000 
Detroit, Mich . 2, 377, 000 I 2. ¢ 3, 016, 000 : 3 
Kansas City, Mo 687, 000 5 814, 000 5 
Los Angeles, Calif 2, 916, 000 a1 é 4, 368, 000 
Miami, Fla 268, 000 d 3 495, 000 
New York, N. Y , 661, 000 ¢ : 12, 912, 000 
Philadelphia, Pa . 3, 200, 000 3. ¢ 3, 671, 000 
San Francisco, Calif , 462, 000 2, 241, 000 
Washington, D, C.. ¥ ‘ 968, 000 1, 464, 000 


Estimate based on percentage increase of 18.7 from 1940 to 1950 shown in U. 8. Department of Com- 
merce Regional Trends in the United States Economy, 1951. 


Source: TU. 8. Department of Commerce, Bureau of the Census, County and City Data Book, 1949 and 
v), 8. Census of Population 1950, vol. I. 
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TABLE B-2.—United States 


Percent 
growth, 
1940-50 


131, 669, 000 150, 697,000 | 
181, 207, 000 96, 468, 000 


61.7 


1948 1949 


13, 096, 000 14, 777, 000 16, 948, 000 22, 102, 000 

- 68.8 

t x2 (3) (3) 112.5 146.7 

Average length of trip (miles) -- 464 456 469 475 


erived from percent change, 1940-50, reported in U. 8. Department of Commerce, Regional Trends 
United States Economy, 1951 

erived from population and enplaned passenger data 

ot 


I 
I 
No 


in I 


available 


TasLe B-3.—Chicago, Ill., area 


Percent 
growth, 
1940-50 


4, 826, 000 5, 495, 000 13.9 
3.7 3.6 


5.9 o. 4 


tates total 


i States urban 


1948 1949 1950 1951 


995. 000 1. 168, 000 1, 437, 000 1, 848, 000 
. 8.4 
85.7 
336 
21.4 
618 


a 
6 


Dallas, Tex., area 


Percent 
1940 1950 growth, 
1940-50 


41 populatior 399, 000 615, 000 | 
As percent of United States total 0.3 
As percent of total United States urban 5 5 


Domestic air traffic 1048 1949 1950 


Enplaned passengers 372, 000 413, 000 | 442, 000 610, 000 
As percent of United States total 2.8 2.8 2. 6 2.8 
Percent growth, 1948-51 , ; ape! : 64.0 

Passenger index » 1) 24. 3 | 992. 9 

Passengers per departure § 2.8 15.7 

A verage length of trip 533 3 537 


Number of airlines ( } 7 





1 Not available. 
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TABLE B—5.—Detroit, Mich., area 


. Percent 
Population 1940 growth, 
1940-50 


tal population ae ; . ; 2, 377, 000 3, 016, 000 26. § 
As percent of United States total | 1.8 | 2.0 
As percent of total United States urban... ____- 2.9 | 3.1 


Domestic air traffic | 1948 1949 1950 1951 


Enplaned passengers ssh 349, 000 409, 000 484, 000 621, 000 
As percent of United States total ; : , 2.9 2.8 
Percent growth, 1948-51 ene aie - ae 78.2 

Passenger index (1) 1 52. ¢ 206. 0 

assengers per departure 2 ilies ‘ 3 | 2. ¢ 14.9 

A verage length of trip (miles) 471 | 479 

Number of airlines i ¢ 9 


1 Not available. 


City, Mo., area 


. Percent 
Population 1940 growth, 
1940-50 


al population 687, 000 814, 000 | 
As percent of United States total 
As percent of total United States urban 


1949 95 1951 


Enplaned passengers ; 222, 000 270, 000 288, 000 358, 000 
As percent of United States total 1.7 1.8 1.7 1.6 
Percent growth, 1948-51. : asiaatel 61.6 

ssenger index . t) (1) 356. 4 439. 6 

Passengers per departure ‘ 7.6 10.3 

Average length of trip (miles) -- 7 546 

Number of airlines_ ! j 7 


Not available. 


TasLe B-7.—Los Angeles, Calif., area 


Percent 
Population growth, 
1940-50 


ytal population ‘ 000 4, 368, 000 
As percent of United States total 2.3 2.9 
As percent of total United States urban 3.6 


Domestic air traffic 1948 1949 1950 1951 


Enplaned passengers " 1 566, 000 637, 000 832, 000 1, 012, 000 
As percent of United States total é .¢ 4.9 4.6 
Percent growth, 1948-51 | 78.9 

Passenger index a ) | 191.8 231.6 

Passengers per departure 2.7 | 20.0 22. 1 

Average length of trip (miles) 99: 941 937 

Number of airlines 1) 7 7 


Los Angeles Airways did not report departures for last half of year. 
2 Not available, 
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TABLE B-8.—Miami, Fla., area 





Population 


Percent 
growth, 





Total population 
As percent of United States total 
As percent of total United States urban_ 


Domestic air traffic 


Enplaned passengers 
As percent of United States total 
Percent growth, 1948-51 
Passenger index 
Passengers per departure 
Average length of trip (miles 
Number of airlines 


268, 000 
0.2 


89.6 
939. 0 
24.4 

963 





1 Not available. 


TABLE B-9.—New 


Population 


Total population 
As percent of United States total 
As percent of total United States urbs in. 


es = : =e SS 


York and northeastern 2 


New wren area 
Percent 


growth, 
1940-50 


1940 


11, 661, 000 | 
8.9 





Domestic air traffic 





Enplaned passengers 1, 481, 000 
As percent of United States total 11.3 
Percent growth, 1948-51 eadaa Sine 

Passenger index = | 0) 

Passengers per departure : neon 18.3 

Average length of trip (miles) -- ‘A ; 637 

Number of airlines ‘ : wala (4) 


2, 710, 000 
12.3 
82.9 

209. 9 
24.9 
646 
14 





1 Not available 


TasLe B-10.—Philadelphia, Pa., 


area 


Percent 
growth, 
1940-50 


1940 





Total population 
As percent of U nited States total. __- , 
As percent of total United States urban__ 








Domestic air traffic 





Enplaned passengers 
As percent of United Ste ates total 
Percent growth, 1948-51_ 
Passenger index 
Passengers per departure 
Average length of trip (miles) .. 
Number of airlines-_- a 





1 Not available. 
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TABLE B-11.—San Francisco-Oakland, Calif., crea 


| Percent 
Population 95 growth, 
1940-50 


11 population stdiediad . 1, 462, 000 2, 241, 000 


As percent of United States total___- 1.1 5 
s percent of total United States urban wee > 1.8 2.3 


Domestic air traffic ims | 1949 1950 


nplaned passengers é : 466, 000 509, 000 633, 000 
As percent of United States total ‘ 3.6 | 3.4 3.7 
Percent growth, 1948-51_. aa ata . ade daa a 
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wwers per departure_.__..... beebiee! 9.4 10. 5 | 
age length of trips (miles) - - . : 860 

umber of airlines. - -- aie 1) | 6 


Not available. 
Tasite B-12.— Washington, D. C., area 
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As percent of total United States urbam__...._._.._- | 2 | l.b 
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| 

As percent of United States total 4.5) 7 | 
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Average length of trip (miles) Pepa 499 | ow 

Number of airlines. .......................-] () res 





Not available. 


AppENDIXx 3 


AIRCOACH TRANSPORT ASSOCIATION, INC. MEMORANDUM AND 
SUPPLEMENTAL MEMORANDUM SUBMITTED FOR THE RECORD 


AIRCOACH TRANSPORT ASSOCIATION, INC., 
Washington 5, D. C., May 5, 1958. 
Hon. Epwarp J. THYE, 
Chairman, Small Business Committee, 
Washington 25, D. C. 

Dear SENATOR THYE: You will find enclosed a memorandum and supplementary 
memorandum which was used in the preparation of my prepared statement. I 
respectfully request that the enclosed memorandum and supplementary memo- 
randum be made a part of the record of the hearings of your subcommittee, along 
with my prepared statement. 

Very truly yours, 
AITRCOACH TRANSPORT ASSOCIATION, INC., 
HAmMtuin B. Jonnston, General Manager. 
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MEMORANDUM CONCERNING THE CIVIL AERONAUTICS BOARD'S REGULATION OF 
NONSCHEDULED CARRIERS 


I. INTRODUCTION 


In April and May of 1951 the Senate Select Committee on Small Busi- 
ness held hearings on the role of irregular airlines in United States air trans- 
portation industry. The committee heard voluminous testimony both by mem- 
bers of the Civil Aeronautics Board and by representatives of the industry. The 
committee was fully advised as to what the Board had done in the past in regu- 
lating the nonscheduled air-carrier industry and was made familiar with all its 
actions up to that time and the regulations which it had adopted and was 
administering. 

On the basis of these hearings the committee concluded that the Board’s 
regulations affecting the nonscheduled carriers were unreasonable and that steps 
should be taken by the Board to remedy the situation. The committee found 
that there was a place in the air-transport industry for the large nonscheduled 
earriers, but found nothing to indicate that the Board appreciated the benefits 
inherent in this industry. Based on actions which the Board had taken, the 
committee found that the Board had launched its then policy of opposition to the 
nonscheduled industry, a policy which carried to completion would eliminate 
these carriers. The committee criticized the Board’s actions and found that the 
‘“nonskeds” to the extent that they were still in existence at that time had man- 
aged to survive since 1948 in spite of constant harassment, in spite of the Board’s 
ever-narrowing interpretation of its regulations, and in spite of new regulations 
designed to limit the nonskeds almost entirely to noncommon-carrier operations, 
and in spite of vigorous enforcement activities of the regulatory actions. The 
committee found that these activities of the Board unless discontinued would 
inevitably eliminate the non-scheduled industry within a year or two. 

This committee was never advised that it was actually the Board’s intention 
to eliminate this industry by means of adopting regulations with which com- 
pliance was known to be impossible. 


II. THE CIVIL AERONAUTICS BOARD'S “REGULATION” OF THE NONSCHEDULED INDUSTRY 
WAS INTENTIONALLY DESIGNED AND INTENDED BY THE BOARD TO REGULATE IT OUT 
OF EXISTENCE 


There has now come to the committee’s attention a memorandum dated Sep- 
tember 18, 1948, from Louis W. Goodkind, then assistant to the Director of 
the Board’s Economic Bureau to Board members which clearly discloses that 
the Board’s regulatory program was intentionally designed to effectuate the 
annihilation which was intentionally designed to wipe out this industry. AI- 
though the Board purported to have attempted to adopt regulations under which 
these carriers could operate, it is clear in view of this report and of actions 
which the Board has taken that its purpose has been to cause these carriers to 
violate regulations which this committee found to be unreasonable in order to 
revoke their operating authority for what would then be violations of the law. 
In this memorandum Mr. Goodkind, speaking for the Board’s Economic Bureau, 
makes the following statement: 

“Our experience to date convinces us that, with few exception, it is necessary 
for carriers operating large aircraft to routinize their operations; that a fixed 
base operation of the type which we believe section 292.1 was originally intended 
to cover is not generally feasible for them, but they must more and more confine 
their operations between certain points to build up a clientele and insure them- 
selves of adequate load factors and a balanced directional flow. The need for 
route operations by large carriers is further emphasized by purely operational 
factors—that is, considerations of maintenance, overhaul, fueling, crew change, 
etc. It is in the latter respect that the analogy between irregular carriers and 
tramp steamers breaks down, for it is necessary in the case of the former to 
make careful provision for their frequent overhauls and maintenance checks, 
crew changes, etc. Generally speaking, this cannot be successfully accom- 
plished economically except on route operations.” 

It was thus recognized in September 1948 that route-type operations by non- 
scheduled carriers operating large transport aircraft were essential to economic 
survival. With this knowledge in hand the Board has taken the position that 
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route type operations are forbidden under its nonscheduled air-carrier 
regulations.’ 

The Goodkind memorandum contains the following additional statements 
which clearly indicate that it was the Board’s intention to make it impossible 
for nonscheduled carriers to operate: 

“It is conceded that there are certain limited and special services which can 
be conducted by large aircraft on a truly nonscheduled, irregular basis. These 
are the true fixed-base operations such as conducted by Paul Mantz in carrying 
movie crews to and from location. It is believed unwise, however, to keep 
the door open to such few operators and thus provide entry for a host of 
undesirables.” 

After referring to certain alternative recommendations made to the Board 
Mr. Goodkind states: “Hither procedure has the advantage of affording a means 
for ultimately terminating the operations of this group of carriers.” 

At another point in the memorandum he states: “A second reason in favor 
of either proposal is that it should not lay the Board open to criticism of stamp- 
ing out without due process, these carriers which they have permitted to come 
into being.” [Italics added.] 

Referring to the two methods which he had recommended, Mr. Goodkind 
continued: “* * * Accordingly termination of such carriers’ letters of registra- 
tion would appear a natural and fair conclusion” (p. 4). 

The general tenor of the memo leaves no shadow of doubt that the Board 
has, since at least September 18, 1948, prior to the time of the earlier hearings 
hefore this committee embarked on a campaign to eliminate the nonscheduled 
earrier industry through the adoption of regulations intentionally designed to 
effect that purpose. No Board member ever advised this committee at the 
earlier hearings that it was the Board’s actual intention to do away with non- 
scheduled carriers by the adoption of regulations under which it was known 
they could not operate. 

With the knowledge contained in this memorandum now in the possession of 
the committee, analysis of various recommendations imposed on the carriers by 
the Civil Aeronautics Board discloses clearly that the various regulations 
adopted by the Board were adopted because they could not be complied with and 
were adopted with the intention of making it impossible for nonscheduled car- 
riers to operate within the law. Among these regulations are the following: 


A. The Board’s regulation restricting frequency and regularity of flights. 

An interpretation of this regulation, issued shortly after the Goodkind mem- 
orandum, gives examples of flights on various days of the month and in various 
numbers and advices that certain patterns are illegal. Only 2 of the 10 illus- 
trative operations, one showing 5 round trips between 2 points during 1 month, 
another showing flights on 9 days over a period of 2 consecutive months are 
deemed to be sufficiently infrequent and irregular to be within the law as 
promulgated by the Civil Aeronautics Board. 

Among the other illustrative examples, 1 operation involving only 5 flights 
in 1 direction between 2 points during 1 month is regarded as illegal since 
flights are only operated on Sundays, and regularity of operations is, therefore, 
achieved. Another operation involving only 7 flights in 1 direction between 2 
points during a 1-month period, is described as illegal because they are con- 
ducted— 

“* * * at regularly recurring periods, or substantially regularly recurring 
periods (every 4, 5, or 6 days), and therefore do not achieve infrequency and 
irregularity of service through frequent and extended breaks in service.” 

This interpretation purports to interpret language which at one time was 
helieved to authorize “route type” services. In a letter from James M. Landis, 
then Chairman of the Civil Aeronautics Board, to Senator Magnuson, dated 
August 13, 1947, Mr. Landis, in referring to nonscheduled carriers, stated: 

“Actually our studies indicate that carriers operating the larger transport 
types of aircraft * * * tend to confine the bulk of their operations to rela- 
tively few points. Such practice is not inconsistent with the concept of irregu- 
larity set forth in section 292.1.”* 


1 Opinion dated May 25, 1950, covering Board Ser. Orders No. F—4240—4252 

?Ee-nomiec Regulations, pt. 291, Interpretation No. 1, Order Ser. No. ER-136, 16 F. R. 
7769. adopted December 10, 1948. 

* Role of Irregular Airlines in United States Air Transportation Industry. Hearings 
before a subcommittee of the Select Committee on Small Business, U. 8. Senate, 82d Cong., 
Ist sess., 1951, p. 148 (hereafter cited as Senate Small Business Committee hearings). 
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B. The Board’s regulation prohibiting agreements between such carriers and 
ticket agencies by which one ticket agency would be able to sell tickets for 
flights on one or the other of these various carriers on different types so that 
the ticket agency would be able to offer “regular” service to members of the 
public 

A carrier which is limited to 4 to 6 flights per month between designated points 
obviously cannot by itself support a ticket agent, nor can it afford to maintain 
its own facilities for the sale of tickets at the points it wishes to serve. The 
inevitable economic forces at work would cause several carriers to use the same 
ticket agency. Economic forces would also inevitably cause the carriers to 
operate on different days. Such an arrangement is rendered illegal under the 
Board’s promulgated law.‘ This regulation was plainly designed in accordance 
with the policy set forth in the Goodkind memorandum to make it impossible for 
nonscheduled carriers to operate and to compel them, if they would continue op- 
erating, to violate the law. Under this regulation, even though an individual 
earrier would continue to operate irregularly between designated points he 
would be held to be in violation of the regularity requirements by virtue of the 
fact that he is a participant in an arrangement under which a ticket agent is 
able to offer regular service to the public by selling tickets on several different 
irregular carriers. 

C. The Board’s regulation which makes it unlawful for nonscheduled carriers or 
their ticket agents to issue exchange orders and which makes it unlawful for 
a ticket to be seld for transportation on one carrier and endorsed over and 
accepted for transportation by another carrier *® 

These are common practices among the scheduled airlines. Nonscheduled 
carriers frequently do not know more than a day or two in advance between 
what points they will be flying. It is essential to their profitable operations that 
they be permitted to accept tickets sold by agents for transportation between 
certain points even though when the ticket was sold it was not sold for trans- 
portation on that particular carrier. It became common practice in the indus- 
try, therefore, for exchange orders to be issued which could later be exchanged 
for an actual ticket when the flight was set up. It also became common practice 
for tickets to be issued with the name of one carrier and for that ticket later 
to be accepted hy endorsement over to another carrier when the flight was ac- 
tually set up. These common practices were known to be essential to profitable 
operations. 

In accordance with the policy expressed in the Goodkind memorandum this 
regulation was adopted for the express purpose of making it impossible for non- 
scheduled carriers to operate or to compel them to violate a Board regulation 
if they would continue operating. 


D. The Board’s regulation requiring that nonscheduled carriers have the “ea- 
clusive use” of their aircraft for a period of at least 6 months. 

Because of the irregularity requirements and because of the great expense 
involved in operating large transport-type aircraft it became common practice 
in the industry for carriers to lease aircraft for very short periods. This was 
an inevitable economic result of the Board’s frequency regulation. Knowing 
this characteristic of the industry the Board adopted a regulation making it 
unlawful for a nonscheduled carrier to operate any aircraft if it did not have a 
Jease or agreement under which it had exclusive use of the aircraft for at least 
6 months. ° 

An operator simply cannot afford to own or take a long-term lease on a large 
aircraft that he is permitted to fiy but some 4 to 5 times a month between two 
points. 

As a consequence of this regulation, once again, the nonscheduled carrier had 
these alternatives: 

(1) He could go out of business; 

(2) He could take a 6 months’ lease of an aircraft or purchase an aircraft, 
in which event he would have to operate in violation of the frequency 
regulation ; or 


‘ *Economiec Regulations, pt. 291, Ist rev., sec. 291.26 (b), 24 F. R. 6807 (effective 
Nec. 10, 1949). 

* Economic Regulations, Ist rev., secs. 291.23 (b) (1)—(2) ; 291.24; 291.25 (a). 

* Civil Air Regulations, pt. 42, sec. 42.1 (a) (12a). 
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(3) He might obey the frequency regulation, in which event he would have 
to violate the 6 months’ lease rule. 

In view of the Goodkind memorandum it is now apparent and beyond dispute 
that this regulation was adopted with the avowed purpose in mind of compelling 
the nonscheduled carriers to violate the regulations. 

In view of the now quite apparent intention of the Board to compel all non- 
scheduled operators to violate the Board’s regulations, it is no longer surprising 
that at the time of the committee hearings, the Civil Aeronautics Board had 
already indicated that over 90 percent of the operations of the industry as a 
whole were believed to be illegal. ‘ 


BE. The Board’s quarterly and other reporting requirements for the nonscheduled 
carriers are wholly unreasonable when considered with respect to what the 
Board conceives to be their permissible scope of operations * 

In acting on applications for renewal of operating authority under an earlier 
plan of the Board’s, designed to eliminate nonscheduled carriers, the Board ap 
proved certain applications and denied others. In approving applications it indi 
cated the scope of operations which it considered to be permissible under its 
regulations. No applicant whose application was approved was engaged pri- 
marily in air transportation. 

For example, one of the approved operators used its aircraft for its export 
business ; reported incidental revenues of some $3,000 for a 7-month period from 
air transportation, and in a period of a year or more, had conducted only one 
passenger flight.’ Another carrier was engaged in noncommon carrier activities 
such as crop dusting, forest service, insect spraying; operated but 22 flights and 
carried 8) passengers during a 9-month period in 1947; operated only 80 flights 
during 1948, and of these only 9 were with large aircraft ; operated only 44 flights 
in 1949, and of these only 4 were with large aircraft; and as of the first quarter 
of 1950, operated but 2 flights.” <A third operator was in the aircraft maintenance 
E4246 (May 25, 1950) mentioned in Senate Small Business Committee hearings at p. 205 
and supply business; had incidentally operated but 52 cargo-only flights and -pre- 
sumably carried no passengers from the period January 1, 1949 to June 30, 1950." 

A copy of the reporting requirements is attached to give some indication of the 
tremendous burden imposed upon the carriers. These reporting requirements 
are obviously designed for carriers engaged in substantial aircraft operations. 
They are obviously unsuited to carriers who are engaged principally in crop dust- 
ing; maintenance, or sporadic flights with light aircraft. 

In addition to regulations which actually became effective, one which has not 
yet become effective should be mentioned. On May 25, 1950, the Board issued an 
opinion with several attached orders granting a new type operating authority to 
nonscheduled carriers and denying the right of 11 such carriers to continue oper- 
ating principally on the ground that they had conducted route-type operations. 

With respect to the 2 who were granted the right to continue operating, the 
Board imposed a condition on their operating authority by which they would be 
limited to 3 flights per month between major points and 8 flights per month 
between other points. The Board later adopted a regulation which would have 
imposed this limitation upon all nonscheduled carriers.” This regulation was 
rendered ineffective by virtue of an injunction granted by the United States Dis- 
trict Court. This regulation was so patently unreasonable, however, that it 
became the principal basis for holding Small Business Committee hearings in 
April and May of 1951. 


III, PREVIOUS RECOMMENDATIONS OF THE SENATE SELECT COMMITTEE ON 
SMALL BUSINESS 


As a result of these hearings the Senate Select Committee on Small Business 
made certain recommendations for immediate action. 


7Senate Small Business Committee hearings, pp. 164—165. 

® Civil Aeronautics Board, Economic Regulations, pt. 242, Ist rev. 

*The Unit Export Company, Inc., Exemption Application, Docket No. 3902, Order Serial 
No, won! (February 16, 1951) mentioned in Senate Small Business Committee hearings 
at p. 205. 

%” Johnson Flying Service, Inc., Exemption Application, Docket 8848, Order Serial N». 

1 American Air Export and Import Company, Exemption Application, Docket No. 3934, 
Order Serial No. 4825 (November 10, 1950) mentioned in Senate Small Business Committee 
hearings at p. 205. 

“Bconemic Regulations, pt. 291, Amdt. 1, Order Serial No. ER-159, 16 F. R. 2216 
(adopted Mar. 2, 1951). 
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In its report the committee recommended to the Board that it take the follow- 
ing immediate steps with respect to the nonscheduled airlines: 


“1. Immediate Steps 


“For the immediate future the Board should: 

“A, Rescind its present regulation limiting ‘nonskeds’ to 3 round-trip flights 
and 8 round-trip flights. 

“B. Issue a temporary regulation permitting the ‘nonskeds’ to fly sufficient 
flights to allow profitable operations. As pointed out earlier in this report, wit- 
nesses before the committee testified that 14 to 15 flights a month between desig- 
nated points would be a bare minimum to justify continued operations by most 
of the lines. Rather than recommend any specific limitation of the number of 
fiiglits, the committee prefers to urge the Board to take a realistic and positive 
approach to air transportation and permit the ‘nonskeds’ to operate in a manner 
that will not jeopardize their economic strength. 

“C. Issue a regulation which would establish a procedure for existing and new 
irregular carriers to file for permanent authority to operate an unsubsidized 
second-class or coach-type route service without regard to regularity, but limited 
as to the total allowable flights. The committee envisions that these carriers 
would operate on a far larger scale than the negligible operations of the handful 
of ‘nonskeds’ to which the Board has thus far granted individual exemptions. 
It seems obvious to the committee that some consolidation should take place 
among the present 55 irregular carriers and the Board should encourage joint 
applications by 2 or more existing carriers. 

“In selecting carriers, the Board should not consider the matter of past viola- 
tions of section 292.1 which resulted from greater regularity or frequency than 
may have been considered allowable at that time. Your committee believes that 
the record of the Board in this matter has been confused and devious. Your 
committee does not want to imply any approval of violations of regulations. But 
it finds itself in strong disagreement with the Board’s admitted policy of banishing 
all large irregulars on the grounds that they are willful violators of a regulation 
that seems clearly unreasonable. 


“2. Alaska 
“The Board should act promptly to relieve the hardships it is imposing on 
Alaska through its restriction of flights from the United States. The Board 


should recognize the special need for cargo transportation to Alaska and the lack 
of alternative forms of low-cost passenger service.” 


IV. THE BOARD'S DEFIANCE OF THE COMMITTEE’S RECOMMENDATIONS 


y ignored all and each and every one of the 
n its headlong effort to eliminate the non- 


The Board has openly and flagrant! 
recommendations of the committee. 
scheduled airlines, it has: 

(a) Refused to rescind, and has indicated its intention not to rescind, its “3 and 
8” round-trip flight regulation called the death sentence regulation by the non- 
scheduled airlines. 

(b) Failed to issue an interim regulation permitting the nonscheduled industry 
to operate “* * * in a manner in which will not jeopardize their economic 
strength. * * *” Asa matter of fact, the Board, almost immediately after this 
committee issued its report, inaugurated and has since fully developed a compre- 
hensive program of strict enforcement of old regulations just as punitive as the 
3 and & regulation which the committee so strongly criticized. 

(c) Neither issued, nor is it making any effort to direct appropriate hearings 
with object of issuing, permanent regulations providing for unsubsidized coach- 
type route service by nonscheduled airlines. The present hearings on investiga- 
tion of large irregular airlines, docket 5132, which the Board instituted to make 
a technical showing of compliance with the committee's recommendations is being 
deliberately conducted without any aim or direction whatsoever. It is now 
apparent that this hearing is a sham and a delaying action being used by the 
Board (1) to wear out the nonscheduled airlines through the time and expense 
involved in participating in such a hearing, and (2) as a smokescreen providing 
cover for a program of immediate elimination of the nonscheduled airlines. 

(d@) Continued to apply the doctrine of past violations of patently unreason- 
able regulations, is presently revoking operating authority for violations of such 
regulations, is considering past violations in connection with its present investi- 
gation of large irregular carriers, and shows every intention of applying the 


y 
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nast violation doctrine in connection with applications for whatever authority 
to operate may result from that investigation. 

(e) Caused the elimination of all nonscheduled carriers on United States- 
\laska routes with the exception of one carrier, and, as to this remaining carrier, 
it has issued an order revoking its operating authority. 

(f) Actively blocked efforts of nonscheduled airlines to purchase postwar type 
transport aircraft or to lease surplus aircraft from the military for civilian and 
military flights. 

(g) Adopted regulation in the name of safety designed to make it more difficult 
if not impossible for the carriers to operate with the only aircraft available to 
them. It is understood additional regulations further adversely affecting this 
aircraft are now under consideration. 

(h) Violated basic procedural policies and rules of fair play; departed from 
previous decisions in denying appropriate operating authority; deliberately with- 
eld from the record in one application proceeding recommendations of the 
Defense Department that probably would have obliged the Board to grant operat- 
ng authority to a nonscheduled airline; has and is, deliberately delaying and 
prolonging proceedings for the purpose of wearing out the nonscheduled airlines 
1y a process of administration by attrition. 

(i) Ignored, not only the recommendations of this committee, but the recom- 
mendations of Territorial and municipal officials and of the Department of Justice 
u its frantic effort to put the nonscheduled airlines out of business. 

(j) Failed to take any steps to implement the Board’s suggestion that applica- 
tions for consolidation be encouraged, and has in fact harassed applicants who 
have followed the committee’s suggestion. 

(k) Is planning to impose stringent financial qualifications upon operators 
for the purpose of driving the smaller nonscheduled airlines out of business. 

(l) Has failed to issue a passenger certificate to any new carrier, including 
nonscheduled airlines for trunk route operations. 

The Board’s activities and its failure to take proper action since issuance of the 
previous committee report reinforces the conclusion which is inevitably reached 

pon a reading of the memorandum of Mr. Goodkind that the Board has inten- 

tionally adhered to an unreasonable regulatory plan with the avowed purpose 
of eliminating a valuable segment of the air transport industry by making its 
operations impossible or unlawful. 

Based on an analysis of Board actions with respect to nonscheduled carriers, 
it has been found that of the total nonscheduled operations, as of a time shortly 
prior to the committee’s previous report, over 90 percent either discontinued 
operations or were found to be operating illegally.” 

This situation alone is adequate proof that the Board had no intention of 
regulating nonscheduled carriers but is, instead, dominated by the single inten- 
tion of eliminating the entire industry. 

During the interim period since the committee’s previous report, it has been the 
effect of Board activities affecting the industry to force the carriers into strictly 
military operations, a tendency which the committee had noted in its report. The 
onunittee points out also that should the present defense effort end or slacken in 

s intensity substantially the entire industry would be eliminated. 

In speaking of the Board and its actions or failure to act, a distinction must be 
made between the Board as a whole and Board member, Joseph Adams, who has 
made every effort to give effect to both the spirit and the letter of the committee’s 
ecommendations. 

Since it is clear that the Board has adopted and adhered to a calculated plan 
to eliminate this segment of the air-transport industry, a brief analysis of that 
plan is in order. 


‘THE BOARD’S PROGRAM FOR ELIMINATING THE NONSCHEDULED AIR-CARRIER INDUS- 
rRY AND FOR PREVENTING ANY NONSCHEDULED CARRIER FROM SECURING GREATER 
OPERATING AUTHORITY 


The keystone of the Board’s plan to eliminate all nonscheduled carriers is the 
idoption of regulations which must inevitably be violated. The plan is imple- 
mented by these techniques: 

(1) Enforcement cases involving violations of these unreasonable regulations 

hich, nevertheless, are law. 


Senate Small Business Committee hearings, pp. 164-166. 
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(2) Denial of operating authority based on findings that an applicant is unfit 
because of violations of these regulations. 

(3) Intentional and calculated delays designed to postpone final decisions and 
to cause applicants tremendous expense, and to enable the Board to dictate the 
most suitable time for final decision. 

There also have been developed, in addition to these techniques which formed 
a part of the original plan, certain additional techniques designed to harass 
nonscheduled operators and make profitable operations impossible. Among these 
are Board activities (@) preventing certain carriers from leasing aircraft from 
the Air Force, and (b) preventing their purchase of postwar equipment by deny- 
ing allocations of materials under the materials controls plan. Examples of 
the Board’s use of these techniques are set forth in an attached memorandum. 

In defiance of the recommendations of this committee, the Board has publicly 
declared its intention of enforcing these unreasonable regulations. In the 
investigation of large irregular carriers, the Board stated in an opinion and order 
of motion: 

“We will not countenance the continuation of illegal operations pending the 
disposition of applications for individual exemptions in docket 5132, and we 
have not, as suggested in the papers filed, extended any general ‘amnesty’ 
toward flagrant violators of the act. On the contrary, we have previously an- 
nounced publicly, and hereby reiterate, that we will proceed with the enforce- 
ment of existing requirements in the usual manner” (Board Order Serial Order 
E-6017, dated January 8, 1952, p. 11). 

This announcement of the Board’s defiance of the recommendations of this 
committee was made in the very proceeding that is now pending before the Board 
and which was instituted as a result of this committee’s attack on the Board’s 
nonscheduled regulatory activities. 

In the Board’s Opinion in Hawaiian Intraterritorial Service case (10 C. A. B. 
62) the Board found that the applicant in that case had previously operated 
a regular service in violation of the Board’s frequency regulation and stated 
that this finding in itself is a reason for finding that Trans-Pacific “is unfit for 
the performance of the proposed service.” The Board stated further: 

“This Board would be recreant to its public trust were it to condone expressly 
or by implication such a violation. * * * There is no defense for a carrier which 
accepts the Board’s authorization for, and pretends to operate, irregular air 
services while it engages illegally in regular scheduled air transportation. 

“Nor may such a violator plead that his violation was committed in pursuit 
of a worthy objective. We do not intend to reward wrongdoers by granting 
certificates of public convenience and necessity to carriers which have under- 
taken illegal operations for the alleged purpose of developing evidence to prove 
the need for the service” (pp. 66-67). 

This is still Board policy. In the presently pending investigation of large 
irregular carriers all evidence going to violations of any economic regulations 
by any nonscheduled applicant is admissible for consideration by the Board. 

It should be pointed out that the Goodkind memorandum specifically referred 
to the use of the delay technique by the Board. In that memorandum it is 
stated : 

“Third, either method gives the Board a good measure of control over the life 
of the carriers in that it can delay or hasten action on the pending applications 
as it deems necessary” (p. 5). 

During the period of the pendency of this case, the Board has taken steps to 
prevent nonscheduled carriers from securing aircraft either by lease from the 
Air Force or by purchase, and it is obvious that the delay in any final decision 
which will be occasioned by this proceeding will tend toward eliminating non- 
scheduled air carriers through enforcement and attrition. 

During the pendency of this proceeding, already enforcement proceedings have 
been instituted against two groups of nonscheduled carriers based on violations 
of collective arrangements between carriers and ticket agencies, the use of 
exchange orders, and violations of frequency regulations by combining opera- 
tions. These are the groups known as the North American Airline group and 
the North Star group, which together carry probably one-third of the total 
common-carriage traffic of the nonscheduled airline industry. The carrying out 
by the Board of this death-sentence program for the nonscheduled carrier indus- 
try has been conducted in defiance of the desires and recommendations of the 
Senate Small Business Committee, municipal and Territorial governments, the 
Department of Justice, but quite obviously in the interests of the existing certifi- 
cated carriers. This program, as the Senate Small Business Committee con- 
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cluded, is contrary to the expressed objectives of the Civil Aeronautics Act which 
Congress enactei for the guidance of the Board and which specifically directs 
the Board to consider the interests of commerce and the national defense. 
Various examples of the use by the Board of these techniques for extermina- 
tion of an entire industry are briefly set forth in the attached memorandum. 


SUPPLEMENTARY MEMORANDUM CONCERNING SPECIFIC BoArp ACTIVITIES DESIGNED 
To ELIMINATE THE NONSCHEDULED Arr TRANSPORT INDUSTRY 


1. The Board has continued with its enforcement program based on unreason- 
able regulations which the Board knew could not be complied with. By this 
method the Board has made “law violators” of practically every operating 
nonscheduled carrier. This program has been carried out in the face of the 
committee’s recommendation that the Board should “issue a temporary regula- 
tion permitting the ‘nonskeds’ to fly sufficient fiights to allow profitable opera- 
tion.” The committee suggested as a bare minimum 14 to 15 flights per month 
between designated points. The committee specifically recommended that the 
Board permit the nonskeds to operate in a manner “that will not jeopardize their 
economie strength.” In defiance of this recommendation the Board has publicly 
declared its intention of enforcing its unreasonable regulations. In the Investi- 
gation of Large Irregular Carriers, the very case which was stated in the Board 
in an apparent effort to give the impression to this committee that the Board 
was undertaking to carry out, to some extent at least, the spirit of the committee’s 
recommendations, the Board stated in an opinion and order: 

“We will not countenance the continuation of illegal operations pending the 
disposition of applications for individual exemptions in docket 5132, and we have 
not, as suggested in the papers filed, extended any general ‘amnesty’ toward 
flagrant violators of the act. On the contrary, we have previously announced 
publicly, and hereby reiterate, that we will proceed with the enforcement of 
existing requirements in the usual manner” (Board Order Serial Order E—6017, 
dated January 8, 1952, p. 11). 

Mention will not be made of every enforcement case instituted by the Board 
since issuance of the committee’s report. In September 1951, the Board issued 
its revocation order in Air Transport Associates, Inc., Enforcement Proceeding, 
revoking that carrier’s operating authority on the grounds that the carrier flew 
more frequently than the Board’s regulation permitted. This carrier was the last 
nonscheduled operator between the United States and Alaska. In the committee's 
report, it had recommended specifically that the Board should act promptly “to 
relieve the hardships it is imposing on Alaska though it restrictions on flights 
from the United States.” 

On March 5, 1952 the Board issued its order E-6175 suspending the operating 
authority of the American Air Transport and Flight School on the same 
grounds.” 

An enforcement proceeding was instituted on March 13, 1953, against North 
American Airlines, Trans-National Airlines, Trans-American Airways, and 
Hemisphere Air Transport, and the principal ticket, fiscal and aircraft leasing 
agencies with which these airlines do their business.’ This loose-knit group of 
companies and agencies is known in the industry as the North American System. 
The fiseal, ticket, and aircraft leasing agencies are owned and operated by 
Stanley Weiss, James Fischgrund, Jack Lewin, and R. R. Hart, all pioneers in 
the low-fare air-coach transportation. Collectively, the companies of the North 
American System have built up by far the largest and most successful air-coach 
operation in the industry. 

The principal charge brought against this group of companies is that the collec- 
tive transportation service provided by two agency companies (North American 
Air Coach and Republic Air Coach), with which the carriers are alleged to have 
working arrangements, violates a section of the nonscheduled airline regula- 
tions. This section prohibits collective flight arrangements through ticket 
agencies which, if conducted by a single carrier, would violate the restrictions on 
frequency and regularity. 


1 Docket 4265, Order Serial E—5723. 

2 American Air Transport and Flight School, Inc., Enforcement Proceeding (Docket 5209, 
Order Serial No. E-6175 (March 5, 1952)). 

* Twentieth Century Airlines, Inc., et al., Enforcement Proceeding (Docket 6000). 

* Economic Regulations, pt. 291, 1st rev., sec. 291.26 (b). 
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A second charge is that the carriers used ticket exchange orders and forms of 
tickets which were adopted to implement their collective arrangements. 

A third charge is failure to file copies of agreements with ticket agents, in vio- 
lation of part 242 of the Economic Regulations. Actually, the airlines have 
filed their ticket agency agreements with the Board, although they have not 
followed the precise technical procedure for doing so. 

All these charges involve violations of the most thoroughly unreasonable pro- 
visions of the nonscheduled airline regulation. 

A fourth charge is that the Messrs. Weiss, Fischgrund, Lewin, and Hart have 
acquired control of the airlines involved in the proceeding. 

Enforcement proceedings have been instituted against several of the com- 
ponent airlines and ticket agencies which have come to be known in the indus- 
try as the North Star System. The air coach operations performed by this 
system are second only to those of North American in scope. The enforcement 
proceedings are as follows: 

(a) On July 17, 1952, an enforcement proceeding for the revocation of operat- 
ing authority was instituted against Carribean American Lines, Inc. Among 
the alleged violations are: Operating too frequently ; using a ticket agency which, 
as a result of collective and other arrangements, was able to offer and repre- 
sent the availability of regular and frequent service; failure to submit subagency 
ticket agreements which its principal ticket agent had enter into (although it 
is patently unreasonable to impose such an obligation on the carrier); and 
being a party to system operations involving the use of ticket exchange orders 
or similar documents. It is to be noted that this carrier offered to make a 
compromise settlement, indicating a specific and limited number of flights to 
which he was willing to restrict his operations.® As evidence of this intention, 
he stated that he was disposing of 3 of his 5 aircraft.’ So eager is the Board 
to put nonscheduled airlines out of business that it has refused this offer. 

(b) On September 25, 1952, enforcement proceedings were instituted against 
Air America, Inc., another carrier of the North Star System, on, among other 
things, charges of flying too frequently.* 

(c) In December 1952 an enforcement proceeding was instituted against 
Airlines Reservations, Inc.,’ one of the ticket agencies of the North Star System, 
on, among other things, the charge of advertising under “North Star” (the name 
of the system furnishing such transportation) rather than under the name of 
the individual carrier upon which an individual passenger actually flies; and the 
use of ticket exchange or similar orders on which the name of the carrier is 
generally omitted until the time of flight. 

2. There are many examples of the Board’s use of the technique of delay as a 
means of postponing any final decision which might result in favorable action 
for a nonscheduled carrier. 

Seaboard & Western Airlines filed an application in July 1947 for a certificate 
to carry cargo across the Atlantic and to the Near and Middle East. The treat- 
ment which Seaboard has received at the hands of the Civil Aeronautics Board is 
probably unprecedented in administrative proceedings. Seaboard made every 
possible attempt to have its case set for hearing, including filing in the court of 
appeals in an attempt to have its case consolidated with another proceeding be- 
fore the Board involving the realinement of routes of Pan American and TWA 
in the same area in which Seaboard was seeking to serve. Probably as a result 
of the hearing held before the Senate Interstate and Foreign Commerce Com- 
mittee in 1949, in which the nonscheduled air-carrier problem was considered, 
the Board issued a statement that it would set certain cases for hearing, among 
them being Seaboard’s application for cargo certificate. 

After this announcement, Transocean, another nonscheduled air line, filed an 
application similar to Seaboard’s, and the two applications were consolidated 
and set for hearing. There following all of the steps of a formal proceeding, 
including hearing before an examiner, briefs to the examiner, an examiner’s re- 
port, briefs to the Board, oral argument, and final decision by the Board. The 
applications were denied.” 


5 Caribbean American Lines, Enforcement Proceeding (Docket 5657). 

Letter to Oliver Carter, Chief, Office of Enforcement, Civil Acronautics Board, dated 
November 3, 1952, submitted by counsel of Caribbean American Lines; letter to Chairman 
Kyan, dated November 13, 1952, submitted by counsel of Caribbean American Lines. 

’ Letter to Oliver Carter, op. cit., note 7 
® Air America, Inc., Enforcement Proceeding (Docket 5766). 
® Pocket 578 

U. 8.-Purope-Middle East Cargo Service case (Docket Nos. 3041 and 3818. Order 

Serial No. E-6416 (February 9, 1951). 
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The carriers then filed for reconsideration, alleging that the Board had made 
serious errors in its findings. Instead of reconsidering these alleged errors, and 
deciding whether or not the Board had improperly denied these applications, the 
Board imposed upon the carriers an entire new hearing, which means that the 
carriers were then compelled to go through an entirely new certificate proceed- 
ing, including all of the steps which they had been through in the original pro- 
ceeding.“ This proceeding is still pending and hearings are not yet concluded. 
There still remains briefs to the examiner, an examiner’s report, briefs to the 
Board, oral argument, and final decision by the Board. It is impossible to say at 
this time when a final opinion will be issued. It is already almost 6 years since 
Seaboard filed its original application. 

The Board has always taken the position that the need for services of non- 
scheduled carriers will not be considered in any enforcement proceeding, and in 
all such cases has stated that the carrier should raise that matter in a certificate 
application. In its opinion of May 25, 1950, involving applications for operating 
authority by large irregular carriers, the Board reaffirmed this doctrine and 
stated : 

“There are now in progress several proceedings involving this issue and the 
issuance of authority to furnish the type of service in question must await their 
outcome.” Large Irregular Carriers, Exemptions (Docket 3945, et al, opinion 
dated May 25, 1950, covering Board orders, serial Nos. E-4240-4252. (1950), p. 
19). 

Three such certificate cases were referred to in which nonscheduled air car- 
riers were seeking certificates of public convenience and necessity. All of these 
eases have at last been concluded and in no case was a nonscheduled carrier 
granted any operating rights whatsoever.” By thus postponing consideration of 
the need for service, the Board obviously delays the need for making any deci- 
sions on such questions. 

In the Transatlantic Coach Type Service case, having denied the carrier certi- 
ficates, the Board stated that it would defer action on the applications of all 
nonscheduled carriers in that case insofar as they sought authority to operate 
anything in the nature of irregular service. This opinion came out shortly after 
the issuance of the report of the Senate Select Committee on Small Business on 
the role of irregular carriers in air transportation. The Board then consolidated 
these applications in the investigation of large irregular carriers and thereby 
postponed the necessity of reaching any final decision as to whether they should 
be granted any broader operating authority of a nature more limited than regu- 
lar scheduled service. Joseph P. Adams, member of the Civil Aeronautics Board, 
dissented in the Transcontinental Coach case and made the following statement: 

“In conelusion, having decided against authorization under a certificate of 
public convenience and necessity, the majority defers decision on the ‘supple- 
mental’ and ‘irregular’ aspects of the applications, until decision in the proceed- 
ing instituted by Order Serial No, EK-—5722, adopted September 21, 1951 (Docket 
No. 5132). Since I regard this deferral merely as further evidence of the refusal 
of the majority to recognize and satisfy a public need, now, which has been 
demonstrated by the facts of record in this case, I must dissent from this action. 
The public convenience and necessity which required a supplemental low-fare 
air-coach service 7 months ago (April 10, 1951), at the time of the oral argument 
in this case, exists today in even greater degree. The Board should provide the 
public with that added low-fare coach service now.” 

The nonscheduled investigation will undoubtedly prove to be the largest and 
most cumbersome case in the history of the Board from the standpoint of number 
of applicants and intervenors, number of days in hearing, the size and expense 
of the transcript, the number of exhibits, and the expenses incurred by the 
parties and the Board. It is probably the only case ever conducted by any 
agency in which the agency specifically refused to advise the parties at the 
beginning of the case: (1) Whether it has legal authority to grant any operating 
rights which might be applied for; and (2) the nature of the authority which 
could be applied for. The Board has stated merely that the authority which 
may be granted in the case must be limited to service which is “additional and 


" Transatlantic Cargo case (Docket 3041 et al., Order of Consolidation, Order Serial No. 
FE-—6870 (October 10, 1952); order denying request, Order Serial No. E-7004 (December 
2, 1952). 

@ Additional Service to Puerto Rico case (Docket 2128 et al., Order Serial No. E—50T5 
(Jan. 23, 1951)):; U. S.-Alaska Service case (Docket 3286 et al., Order Serial No 
B-5413 (May 24, 1951)); Transcontinental Coach Type Service case (Docket 3397 et al., 
Order Serial No. 5840 (Nov. 1951)). 
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supplementary service.” The Board has indicated that the service should be 
service different from that furnished by the scheduled airlines and limited in 
some way—for example, with respect to schedule, equipment, accommodations or 
type of service.” 

No one in the case knows what authority may be included within the 
Board’s definition—and this in spite of the fact that the parties have re- 
quested the Board to specify what authority is included. Because of a pro- 
vision in the act which prohibits the Board from limiting the terms of a 
certificate of public convenience and necessity with respect to schedule, equip- 
ment, accommodations, or type of service, it is probably true that the Board 
will have no legal authority at the end of the proceeding to grant a certifi- 
eate which is limited in any way sufficient to bring it within the Board’s defi- 
nition of “additional and supplementary service.’ In addition, there is a 
substantial legal question as to whether the Board can grant an exemption 
which would authorize operating rights to nonscheduled carriers because of 
the legal requirement that in order to grant an exemption the Board must 
find that the securing of a certificate would be an “undue burden” on the 
earrier.* Ordinarily the evidence to support a finding of undue burden is the 
necessity of a carrier’s going through a full certificate proceeding. At the 
close of this proceeding each applicant will have been through an entire cer- 
tificate proceeding and it is difficult to. say how the Board can make the 
necessary finding of “undue burden.” Both of these legal problems have been 
pointed out to the Board in pleadings filed in the case. It has been pointed 
out that the legal questions could be decided now. The Board has refused to 
decide either of these questions ” and will have to decide them when it reaches 
its final opinion in the proceeding some years hence. It may well turn out, 
and in fact may well be intended, that the entire proceeding will prove to 
have been a complete waste of time and money on the part of all of the par- 
ties and the Board. 

8. A subsidiary technique employed by the Board for the purpose of making 
it impossible for nonscheduled air carriers to operate involves steps taken 
by the Board to prevent such carriers from securing aircraft either by lease 
from the Air Force or by purchace of new equipment. 

In a report on the role of competition in commercial air transportation 
which Chairman Nyrop submitted to the committee, it was emphasized that 
the nonscheduled airlines were making no contribution to air transportation 
insofar as the development or utilization of newer type aircraft was con 
cerned.” Because of the uncertain status of nonscheduled airlines, result 
ing principally from unreasonable regulations of the Civil Aeronautics Board 
and constant and continuous activity designed to put these carriers out of 
business, it has been impossible for nonscheduled airlines to enjoy normal 
credit or to secure financing for the purchase of new equipment. There are 
only two instances in the entire history of nonscheduled airline operators in 
which nonscheduled airlines have been able to negotiate arrangements for 
the purchase of postwar equipment. One of these, Seaboard & Western Air- 
lines, has operated an irregular cargo service transatlantic and to the Near 
and Middle East since 1947 and has, by virtue of its constantly increasing 


18 See Investigation of Large Irregular Carriers (Docket 5132, Order Instituting Investi 
gation. Order Serial No. E-—5722 (September 21, 1951)). See Investigation of Large 
Irregular Carriers, Docket 5132, Opinion and Order on Motion, Order Serial No. E—6017T. 

Id. 

% Par. (f) of sec. 401 of the Civil Aeronautics Act, dealing with the Board’s authority 
with respect to certificates of convenience and necessity, provides that “* * * No term, 
condition, or limitation of a certificate shall restrict the right of an air carrier to add to 
er change schedules, equipment, accommodations, and facilities for performing the au- 
thorized transportation and service as the development of the business and the demands of 
the public shall require. * * *” 

% Civil Aeronautics Act, sec. 416 (b). 

7 Order denying petition for a Declaratory Order or Severance, Docket 5132 et al., 
Order Serial No. E-6242 (Mar. 21, 1952). 

8 “There is no indication that their (the nonscheduled airlines’) competition has exerted 
any important pressure toward the development of new and peer equipment. With 
minor exceptions, the transport equipment utilized by them has consisted of surplus 
military aircraft, many of them of the type relied on heavily by the certificated trunkline 
carriers in the early postwar era as transitional aircraft. Even today, the large irregulars 
do not operate aircraft of as advanced design as those utilized by the certificted trunklines 
in the major competitive markets. Much the same situation exists in the other areas 
where competition as to service might occur.” The Role of Competition in Commercial 
‘ir Transportation, report of Civil Aeronautics Board submitted to Subcommittee on 
Monopoly, Senate Select Committee on Small Business, 82d Cong., 2d sess., Subcommittee 
Print No. 9 (1952). 
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service to the Defense Department and to other agencies of the United States 
Government, established itself on a sound financial basis. 

The other instance concerns the recent purchase of two DC-6 aircraft by 
[wentieth Century Aircraft Co., which is engaged in the business of leasing 
aircraft to nonscheduled air carriers. This company is one of those included 
in the so-called North American group. Twentieth Century Aircraft Co. entered 

ito a purchase agreement with Douglas Aircraft Corp. for the purchase of 
wo DC-6 aircraft which were to be leased to North American Airlines or pos- 
sibly to other nonscheduled carriers. Financing was also arranged for the 
purchase of these two DC-6 aircraft. 

In order to purchase postwar aircraft, it is necessary to secure allocation of 
naterials for the manufacture of the aircraft under the materials allocation 
plan. The Air Coordinating Committee is required to pass on these priority al- 
ocations. The Civil Aeronautics Board has one member on this committee. At 
he present time and for some time past Oswald Ryan, Chairman of the Civil 
\eronauties Board, has represented the CAB on this committee. Many other 
Government departments are represented on the committee. When the matter 
if securing priorities for the Twentieth Century-North American DC-6 aircraft 

as brought before the subcommittee of the Air Coordinating Committee, there 
was a single objection to granting these priorities. The objecting member was 
Mr. Ryan’s deputy, Gordon Bain, Chief of the Board’s Bureau of Air Operations. 
lo date the Twentieth Century-North American group involved in the attempted 
purchase of these DC-6 aircraft have been unable to secure allocation of 
riorities for the aircraft they have ordered, solely because of the fact that 
he Civil Aeronautics Board has objected to the grant of these priorities. The 
<rounds on which the Board is understood to have based its objection is the 
Board’s view that the applicant for priorities was unable to justify its need for 
hese new aircraft. 

Shortly after the subcommittee of the Air Coordinating Committee—on the 
basis of the Board’s objection—had rejected priorities for these aircraft, a 
decision was tentatively reached to change the priorities allocations system in 
uch a way that the Twentieth Century-North American aircraft could prob- 
bly have been manufactured without priorities approval. Thereafter, and 

thin a very short time, the Civil Aeronautics Board enforcement attorney 
filed a complaint with the Board against North American Airlines, Twentieth 
Century Aircraft Co., and all of the other companies and individuals involved 
n the purchase of these aircraft.” Since bank financing was essential in 
rder to purchase the aircraft, it is now doubtful whether these aircraft can be 
purchased, in view of the fact that the financing banking institution will un- 
doubtedly feel that it cannot go along with the financing in view of pending 
enforcement action by the Board. 

In the case of Seaboard & Western, the participation of that carrier in national 
defense and military operations of the United States Government has been of 
such long standing and of such sizable proportions that it would have been virtu- 
ally impossible for even Mr. Oswald Ryan to object to the allocation of ma- 
terials under the priorities plan for the manufacture of aircraft ordered by 
Seaboard & Western. Recent discussions with Mr. Bain, who participated in 
the matter of Seaboard’s priorities before the subcommittee of the Air Coordi- 
nating Committee disclose, however, that had the matter come before that com- 
mittee at a more recent date, at approximaely the time when the North American 
planes came up for consideration, there would probably have been objection also 
to the allocation of material for Seaboard. 

Not only has the Board been responsible both indirectly through its regula- 
tions affecting nonscheduled carriers, and directly through its objections before 
the Air Coordinating Committee, for the failure of nonscheduled carriers to 
purchase postwar equipment, but in addition it has taken steps to prevent non- 
scheduled carriers from leasing any equipment from the Air Force. 

A major portion of the nonscheduled operator equipment is made up of C-46 
aircraft leased from the Air Force. Under the Air Force rules nonscheduled 
carriers are placed on a list and when C—46 aircraft become available they are 
turned over to the carrier whose name comes up next on this list. The Board 
negotiated arrangements with the Air Force to be advised of the name of any 
carrier to whom aircraft were to be leased on the Air Force list. Upon receiv- 
ing this information the Board then advises the Air Force whether or not the 


® Tawentieth Century Airlines, Inc., et al., Enforcement Proceeding (Docket 6000 (Mar. 
13, 1953) ). 
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Board agrees that the particular carrier should be permitted to lease the Air 
Force plane. It is, of course, not known to the individual carriers why, when 
their name comes up on the list, they sometimes are not awarded aircraft. 
The correspondence between the Board and the Air Force is not available to 
them. In at least two instances, however, information has reached carriers 
which disclosed that the Board has prevented carriers from being allotted 
planes to which they would be entitled under the Air Force’s rules. 

In one instance, Peninsular Air Transport has been at the top of the list for 
nearly 3 years. It is now known that the Board advised the Air Force not 
to lease planes to Peninsular and that the grounds therefor was that the Board 
believed that Peninsular was operating too frequently and was, therefore, in 
violation of the Board’s regulations. 

The other known instance involves Caribbean American Lines, and in this 
instance it is understood that the Board advised the Air Force not to lease a 
plane to the carrier because of the fact that the Board was intending to insti- 
tute an enforcement case against the carrier for flying too frequently. 

4. In addition to actions taken by the Board to prevent nonscheduled carriers 
from securing equipment, the Board has also taken steps to make it impossible 
for carriers to use C-—46 aircraft, practically the only aircraft available to non- 
scheduled operators. The Board has reduced the gross weight limitation on 
the C446 aircraft allegedly in the interests of safety.” Although this is in the 
field of safety regulation and, therefore, in a field in which the Board’s expert 
judgment may be difficult to attack, the Board’s record of discriminatory acts 
directed against the nonscheduled carriers makes their action in this regard 
suspect. It is additionally suspect in view of the fact that there is nothing in 
the record to indicate that the gross load carried by the C—46 aircraft was in 
any way responsible for any accidents which have been had in that type air- 
craft. It is additionally suspect in view of the fact that two Board members, 
Members Lee and Adams, dissented from the Board's decision to reduce the 
gross weight limitation. Their dissenting opinion reads as follows: 

“We dissent because the regulation would not have prevented any of the acci- 
dents relied upon by the majority as justification for this emergency action. 
Overweight was not the probable cause in any of the accidents referred to. 
The Board has conducted lengthy hearings on the gross weight of the C—46. 
The examiner's report has been released and in the very near future the Board 
will have the opportunity to pass upon this question, after all parties have been 
heard and all facts carefully examined.” * 

Dissenting opinions in safety matters are unusual. If any question of safety is 
really involved, it can be assumed that every Board member will favor the adop- 
tion of any measure designed to correct it. 

It is understood that the Board now has pending a further regulation which 
will in all probability, if enacted, make it impossible to use the C—46 aircraft in 
commercial operations. This would have the effect of eliminating every non- 
scheduled air carrier with the exception of the so-called North American group 
and possibly 1 or 2 other single plane operators. 

5. In addition to the foregoing examples of techniques frequently used by the 
Board in its discriminatory moves against nonscheduled air carriers, certain cases 
should be specifically mentioned where the Board quite obviously had to invent 
new and novel doctrines in order to deny operating rights to nonscheduled appli 
cants. In the Transcontinental Coach-Type Service Case,” the record dis- 
closed that some 400,000 persons would not have traveled by air had it not been 
for the operations of nonscheduled carriers. That the evidence in the case 
showed a public need for transcontinental air-coach operations cannot be denied, 
nor did the Board deny it in its majority opinion. Under the test set up in the 
Civil Aeronautics Act, the applicants had met the requirement of showing that 
the public convenience and necessity required additional service. The board, 
however, with considerable ingenuity invented a doctrine never previously em- 
ployed in any Board opinion. The evidence showed Clearly that the scheduled 
airlines had not met the need for air-coach services. That this is true is inherent 
in the Board’s opinion. In effect the Board simply held that although need was 
adequately shown, the service of the certificated carriers could be expanded to 


*® Special Civil Air Regulation, Application of Certain Transport Category Requirements 
to the C—46 Type Aircraft, Order Serial No. SR—379, adopted and effective January 31, 
1952 

Td. at p. 4. 

22 Docket 3397 et al., Order Serial No. E—5840. 
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any extent necessary to take care of any amount of traffic. The Board went 
further and indicated that it would compel the certificated carriers to expand 
their service to the extent required to take care of any needed service. In its 
opinion the Board stated : 

“We shall expect, and require, certificated carriers to expand and develop 
air-coach services, subject to appropriate Board regulation and, where necessary 
to accomplish that end, we will exercise our statutory power to compel the reduc 
tions [in fares].” ™ 

Under this doctrine it is obvious that no carrier would ever be authorized to 
give new service between any points where any service at all was being offered 
by another carrier. In Member Adams’ dissent in this case, he clearly pointed 
up the discriminatory nature of the majority holding in this proceeding. In that 
opinion, he stated: 

“In the Chicago-Milwaukee-New York case, the Board found that the total 
estimated annual air-passenger traffic between points on Northwest’s existing 
routes and the proposed cities of Detroit, Cleveland, and New York comprised 
some 2,000 passengers per month or approximately 24,000 air passengers per 
year. The Board found that such a passenger traffic movement was ‘substantial’ 
and, using this as one of its primary reasons, awarded Northwest the fourth 
transcontinental airline route. In the case now before us, we have a record 
indicating that these applicants and like operators have generated air-passenger 
traffic which totaled in 1950 approximately 19 times as much as that cited by 
the Board in 1944 as ‘substantial’ and yet the majority finds that there is no 
need for the services applied for, even by way of exemption authority.” ™ 

Unlike other Board members participating in the case, Mr. Adams viewed the 
situation from the viewpoint of the public interest in air transportation, and he 
stated: 

“One purpose of this dissent is to represent the interests of the half-million 
low-fare air-coach travelers who annually find their transportation requirements 
met only by the operation of irregular low-fare coach operators. While no 
representative of these passengers appeared at the hearing or oral argument in 
this case, I feel it is my duty to speak for them and meet, if possible, their 
demands and needs for low-fare, mass air transportation. 

“As this is being written, the second largest metropolitan area on the entire 
Pacific coast, the San Francisco-Oakland Bay area is completely without trans- 
continental certificated air carrier coach service of any kind after 5 years of 
initial air-coach operation by some of the irregular carriers. 

“T disagree with the majority in their decision to ignore this vacuum in our 

present air-transportation system. I believe that it is the duty and responsibility 
of this Board to direct a national air-transportation policy and not to confine 
our efforts to the day-to-day approval or disapproval of matters brought to our 
attention.” * 
It is understood that because of embarrassment to the Board, United Air Lines 
at the last minute prior to issuance of the Board's decision, instituted a single 
daily coach run to the coast in order that the majority opinion could be some- 
what stronger than it otherwise would be with respect to coach service already 
being used by certificated carriers. At the time that Member Adams wrote his 
dissent it was true that the San Francisco-Oakland Bay area was completely 
without transcontinental certificated air-coach service of any kind. Shortly 
after this decision the Board, on November 30, 1951, called a closed meeting 
With the presidents of the certificated air carriers from which all other persons 
were excluded. It is understood at this meeting the Board pointed out to the 
carriers that the situation was becoming embarrassing, and it was essential to 
support the Board’s position that coach service be expanded by certificated 
carriers. It was as a result of this meeting, and embarrassment to the Board 
created by nonscheduled air carriers, that the Board announced an entirely 
new policy of “encouraging proposals” by the certificated carriers to make a 
“sharp departure from existing operations’ through increasing their air-coach 
services,” and that certificated air-coach services were thereafter expanded. 

In additional service to Puerto Rico case,” two nonscheduled carriers applied 
for authorization to operate coach services without mail pay to New York and 


31d. at p. 13. 

“Id. at p. 6 of dissent. 

37d. at nn. 3—4 of dissent 

* Coach Policy for Domestic Certificated Carriers, CAB press release, December 6, 1951 
press release No. CAB 51-95. 

™ Docket 2123 et al., Order Serial No. E—-5075 (January 25, 1951). 





564 FUTURE OF IRREGULAR AIRLINES 


Puerto Rico. The government of Puerto Rico had taken the position that it 
very much favored certification of a nonsubsidized air-coach service.” In this 
proceeding, the Board was compelled to adopt the theory expressed by the fol- 
lowing language in order to deny applications of the nonscheduled applicants : 

“While other applicants in the case, notably Caribbean-Atlantic Airlines, Inc., 
and Trans Caribbean Air Cargo Lines, Inc., propose services which will be 
directed to this last-mentioned need only, the Board agrees with the examiner 
that the carrier selected should be able to provide vigorous competition with 
Pan American under an authorization commensurate in latitude with that held 
by Pan American.” 

This is the only mention of the nonscheduled applicants in the entire opinion. 
This memorandum makes no attempt to cover the many instances in which it is 
obvious to anyone familiar with the situation in which-the Board has inten- 
tionally discriminated against nonscheduled carriers. A complete analysis of all 
Board actions for many years back will disclose an unmistakable pattern sup- 
ported by innumerable examples. 

The birth of another interesting doctrine on which the Board was able to rely 
in denying a nonscheduled carrier a temporary exemption occurred in the addi- 
tional service to Puerto Rico case.” During the pendency of that case, in which 
it was to be decided whether one or more additional carriers would be certificated 
to operate coach and other service between New York and Puerto Rico, Trans 
Caribbean Air Cargo Lines applied for an exemption to furnish air-coach service 
pending final decision in the proceeding. At that time between a third and a 
half of the New York-Puerto Rico traffic” was being carried by nonscheduled 
airlines who in all probability were exceeding the Board’s frequency limitations. 
In denying Trans Caribbean's application for an exemption, the Board stated 
that Pan American and “other carriers” are furnishing low-fare service. Pan 
American was the only scheduled carrier operating over that segment and the 
“other carriers” could refer only to “unlawful” operations of nonscheduled car- 
riers. This theory has a unique twist in that the Board was forced to rely on 
the “adequate” service being furnished by “unlawful” nonscheduled operators 
in order to deny a nonscheduled applicant the authority to conduct “lawful” 
operations under a proper exemption. 

A similar theory was adopted in the Board’s enforcement proceeding against 
the American Air Transport and Flight School.” This carrier’s operating au- 
thority was suspended and later revoked for flying too frequently. This non- 
scheduled carrier furnished fairly frequent service between Nework, N, J., and 
Miami, Fla., and between Miami and Philadelphia. It is believed that this is 
the only eoach service which Philadelphia was receiving at the time. The car- 
rier pointed out that it had carried a very substantial number of passengers, 
32,000 passengers annually. The Board would not consider this contention in 
the proceeding and stated that this did not show that the public required the 
services of this particular carrier. The Board said that there was no showing 
that adequate service was not otherwise available. It stated that the passengers 
would be carried by the certificated carriers and by the numerous other irregular 
carriers if the respondent’s authority were suspended. In Members Adams’ 
dissent he commented on this thinking of the Board’s in the following language: 

“To say that some 32,000 annual passengers will be carried by other irregular 
carriers is only to invite further violation of the Board’s frequency regulation 
and thus provide the basis for the extinction of additional irregular carriers.” ™ 

The majority stated in its opinion that the Board had ample powers available 
for remedying any possible inadequacy of coach service. Referring to this 
statement, Member Adams said: 

“This sentence reads well, but a careful search of the record fails to reveal a 
single instance in the Board’s history since the enactment of the Civil Aero- 
nauties Act of 1938 where this Board has ordered a certificated carrier to meet 
a demonstrated public need for service such as exists in the New York-Miami 
market.” * 


* Additional Service to Puerto Rico case, brief to the Civil Aeronautics Board of govern- 
ment of Puerto Rico 

*% Trans Caribbean Air Cargo Lines, Reaueat for Temnorary FEremption, Additional 
Service to Puerto Rico (Docket 2123 et al., order serial No. E-2832 (May 19, 1949)). 

8° See renort of William J. Madden, examiner, Additional Service to Puerto Rico case 
(Docket 2123 et al.. p. 20) 

*t American Air Transport and Flicht School, Inc., enforcement proceeding, docket 5209, 
order serial No. E—-6175 (March 5, 1952). 

#@Td., at p. 3 of dissent. 

81d... at p. 3 of dissent. Emphasis supplied by Member Adams. 
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One instance of what appears to have been a most outrageous example of 
administrative “mishandling,” an incident which is as yet wholly unexplained 
by the Board, occurred in thc, case involving the cargo applications of Seaboard 
& Western and Transocean Airlines. After almost 5 years the Board issued its 
decision in this case denying Seaboard and Transocean authority to operate 
transatlantic and to the Near and Middle East. In its final decision the Board 
stated, for the support of its denial: 

“In the present record, the Department of Defense, which is best informed 
as to the comparative value of applicants, their equipment, and organizations, 
submitted no direct testimony or evidence on behalf of certification of either 
applicant.” * 

At the time this decision was issued, it was not known to the parties that the 
Department of Defense had, in fact, advised the Board by letter, in answer to 
the Board’s letter request of the Department of Defense, that the Department 
favored certification of an all-cargo carrier in the proceeding. In its petition for 
reconsideration, Seaboard called attention to the fact that Chairman O’Connell 
of the Civil Aeronautics Board had written to the Department of Defense asking 
the Department’s views with respect to possible certification of an all-cargo 
carrier across the Atlantic. 

A reply was received over the signature of Stephen Early, the Deputy Secretary 
of Defense, dated January 12, 1950, in which it was specifically stated—follow- 
ing a full paragraph indicating the Department’s favorable attitude. “For the 
above reasons, the Department favors the certification of an all-cargo service in 
this area.” Seaboard discovered this letter just prior to filing its petition for 
reconsideration. The original copy of the letter showed the following stamped 
“Received” mark on it: 


“CIVIL AERONAUTICS BOARD RECEIVED JANUARY 13, 1950” 
It showed another such mark as follows 
“CIVIL AERONAUTICS BOARD RECEIVED JANUARY 18, 1950 
Chief Examiner” 


The letter had gone to the Chairman’s office on January 13 and been routed to, 
and received in, the Chief Examiner’s office on January 18, from where it should 
normally have been placed in the letter file in the docket of the case. Whether 
it was ever in that letter file until long after the Board’s decision was issued, is 
not known. When it was placed in the docket file, is not known. 

After the facts with regard to this letter were pointed out in Seaboard’s peti- 
tion for reconsideration,” a reporter for an aviation periodical questioned the 
Board members who were on the Board at the time of the decision (with the 
exception of one whom he was unable to reach). He was advised in all cases 
that the Board members knew nothing of the existence of this letter at the time 
the case was decided. 

The letter, according to the “Received” marks, had been received by the Board 
in ample time that the examiner should have referred to it in his examiner’s 
report which was issued on August 25, 1950. The letter was not mentioned in 
that examiner’s report, nor was there any mention of the issue of national defense, 
although that is one of the major objectives specifically mentioned in the Civil 
Aeronautics Act. 

Although Mr. Ryan stated, when questioned on the matter, that the letter might 
have made a difference in the Board's reasoning in the case,” the Board denied 
reconsideration on the basis of the existing record™ in the case, and there has 
never been any decision as to whether it was error for the Board to fail to consider 
a critical piece of evidence in the proceeding. Mr. Ryan, according to the pub- 
lished news article, explained the matter by saying that “the letter probably 
failed to come to the attention of the Board through some clerical error.”™ In 


* U. 8.-Europe-Middle East Carge case (Docket No. 3041 et al., order serial No. E-6416 
(F vebruary 9, 1951. approved by President ‘Truman May 10, 1952) at p. 6). 

SU. 8.- -Europe- Middle East Cargo case, docket 3041 et al., petition for reconsideration 
and reargument of Seaboard & Western Airlines, Inc., and Transocean Airlines, Inc., dated 
June 10, 1952, pp. 7—10. 

pear ee Is Issue in Airline Case, Aviation Week, June 30, 1952, p. 15. 

** U. §.-Burope-Middle East Cargo case, order denying request, docket 3041 et al., order 
serial No. E—7004 (Dec. 2, 1952). 

* Defense Is Issue in Airline Case, supra, note 32. 
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this case the Board refused to do what the Department of Defense favored by 
simply neglecting to consider evidence which was in its possession at the time. 
Seaboard had at that time spent in excess of $100,000 on the case and it is now 
being compelled to go through another case identical with that one except that 
there are more parties, it is a bigger case, and it will be more expensive. 

6. In many cases the Civil Aeronautics Board has refused to give any con- 
sideration to the expressed desires and requests of other officials. All but 1 
of the 15 nonscheduled air carriers operating into Alaska have already been 
eliminated, in spite of the strongest kind of requests by the Governor of Alaska,” 
the Alaska Development Board,” the Alaska Territorial Legislature,“ and the 
Congressional Delegate from Alaska.” As to this one remaining carrier, the 
Board issued an order putting it out of business shortly after the Governor of 
Alaska testified before the Senate Small Business Committee.“ Even the city of 
Chicago, some 3,000 miles from Alaska, was so outraged by the Board’s policy 
of eliminating nonscheduled carriers operating into Alaska that its corporation 
counsel made this statement in a Civil Aeronautics Board proceeding: 

“Under such reasoning the irregular and nonscheduled operators are not to 
qualify as certificated operators. They are to take all the risks incident to the 
building of their business, and when they show signs of competitive success, the 
traffic then created must be viewed as belonging to the certified carriers whose 
interests must be jealously guarded. Under such an interpretation of the act 
of Congress the big air transport companies get bigger and the little ones are 
put out of business * * *,”* 

When the Civil Aeronautics Board proposed a change in the nonscheduled 
regulations in 1949 which was intended to effectuate “tightening” of “restric- 
tions” upon irregular air carriers, the Department of Justice filed a memorandum 


*" The following are excerpts of the testimony of Hon. Ernest Gruening, Governor of 
Alaska, in the Senate Small Business Committee hearings : 

“The nonscheds rendered all kinds of useful service. In my judgment, they competed 
only to a very limited degree with the scheduled carriers. Roughly I would say they com 
peted to the extent of 10 or 15 percent on the edges and to that extent that competition 
was useful It brought down rates and furnished the advantages we lose when we have 
monopoly In general I should say 85 to 90 percent of the traffic of the scheds was sup 
plementary and was traffic that would not have existed otherwise and built up the whole 
economy to the advantage of not only Alaska but of the scheduled carriers themselves. 

“I submit the more we develop Alaska, the more economic activity we have, the more 
people we supply and bring it about that they can live there, the better it will be for all 
concerned, including the scheduled carriers. 

“We have tried to get this message across to the CAB repeatedly. Letter after letter 
has been written. We have urged them to come up there and look the situation over. We 
might just as well have talked to a stone wall. 

“The policies of the CAB through the years have been diametrically opposed to the 
policies of this administration, which are to develop Alaska, to increase its population, 
to make it in that far northern part of the world and those northern latitudes right oppo- 
site Soviet Russia’ an example of the American way of life” (pp. 106-107). 

* * * * * » ? 


“I do not see why they impose regulations which make it economically impossible for 
the carrier to operate. ‘hey are simply strangling the carrier slowly. These nonscheds 
do not get mail pay; they are not subsidized and yet if they are registered to such a small 
number of flights they cannot make a profitable thing of it and that is in effect what has 
happened” (p. 109) 

“In January of 1949 the Alaska Development Board advised the Civil Aeronautics 
Board as follows: 

“The Alaska Development Board, officially representing Territory of Alaska, has gone 
on record in special session here as emphatically urging that Civil Aeronautics Board 
make no revisions in economic regulation 292.1 which would curtail present services of 
nonscheduled air carriers operating to or within Alaska.” 

‘\In House Memorial No. 2, of February 4, 1949, the Legislature of the Territory of 
Alaska urged the Civil Aeronautics Board not to pass regulations the effect of which was 
to drive the nonscheduled airlines out of business. 

In House Memorial No. 52, passed on March 17, 1951, the Legislature of the Territory 
of Alaska again requested the Board to discontinue its program of eliminating the non- 
scheduled airlines. 

“In a letter to Board Chairman Ryan, dated January 17, 1953, Mr. E. L. Bartlett, 
Delegate from Alaska to the Congress of the United States, strongly recommended that the 
Board reinstate the operating authority of Air Transport Associates, Inc., the last remain 
ing nonscheduled carrier along the United States-Alaska route. 

4“ Air Transport Associates, Inc., Enforcement Proceeding (Docket 4265, Order Serial 
No. E—5723). 

“% United Statea-Alaska Service case (docket 3286 et al.), exceptions of city of Chicago 
to report and findings of CAB Examiner Cusick, served January 9, 1950, by Benjamin S. 
Adamowski, corporation counsel, and John C. Melaniphy, assistant corporation counsel. 
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setting forth the Department's views in opposition to any such proposal.“ The 
Department’s views had no effect whatsoever on the Civil Aeronautics Board. 

Although the government of Puerto Rico requested after hearings in the Ad- 
ditional Service to Puerto Rico case that the Board certificate-a nonsubsidized 
air-coach operation,” the Board disposed of both nonscheduled applicants in one 
sentence in its opinion by stating that, in the Board’s opinion, a strong competitor 
should be given the segment (Eastern Air Lines) in order to compete adequately 
with Pan American. In the U. S—Europe—Middle East Cargo case," in which 
Seaboard & Western and Transocean applied for authority to operate a cargo 
service transatlantic and to the Near and Middle East, the Port of New York 
Authority participated and filed a brief urging certification of service by a non- 
subsidized and all-cargo carrier.” This request was ignored and the Board’s 
final decision denied both applicants.” Thereafter Seaboard and Transocean 
tiled petitions for reconsideration and reargument. The Port Authority filed a 
memorandum in support of Seaboard’s petition for reconsideration and reargu- 
ment.” The Board denied reconsideration or reargument,” which, if granted, 
might have resulted in an early favorable decision in view of the serious character 
of the errors which Seaboard alleged the Board had made in its opinion. Instead 
of granting reconsideration, the Board imposed upon both carriers a full rehear- 
ing, as a result of which the carriers are now being compelled to go through an 
entirely new certificate proceeding bigger and possibly more time consuming than 
the original which took almost 5 years. 


> Views of Department of Justice, submitted by Herbert A. Bergson, Assistant Attorney 
General, Messrs, Kilday, Dumbauld, and McFarlane, submitted in connection with rule- 
naking proceedings for revision of sec. 292.1 of the Board’s Economic Regulations: re- 
printed, Senate Small Business Committee hearings, pp. 232-234. Among other things, 
the Department of Justice stated : 

“The purpose of the proposed revisions to sec. 292.1 is to effectuate a ‘tightening’ of 
‘restrictions’ upon irregular carriers. In the light of interpretation No. 1 to sec. 292.1, 
the definition of ‘irregular’ air transportation which is proposed would require such in- 
requency of service as to render the continuance of service by the irregular carriers 
economically impossible. The scope of irregular operation would be so narrowed as to 
prohibit the handling of a substantial volume of traffic and to prevent the performance of 
the amount of service for which there is a demonstrated public demand. The definition 
is So stringent as to be tantamount to a prohibition ainst effective irregular carrier 
operations. Prohibitions are also proposed against the use of common tickets or sales 
agents by more than one irregular carrier, and a prohibition against joint rates between 
an irrigeular carrier and any other carrier. In short, the effect of the proposed revisions 
would be to facilitate putting the irregular carries out of business. 

“It is believed that the past operation and growth of the business handled by irregular 
carriers has demonstrated that it is a beneficial competitive stimulus which has led to 
mprovements in service by the certified carriers, and has opened up new traffic potentiali- 
ties which were not being tapped by the high-priced carriers receiving airmail pay. It 

believed that the continued operation of large irregular carriers is also in the public 
interest as a yardstick for measuring the possibilities of profitably performing nonsubsi- 
dized service. It is believed that the subsidized certificated carriers have little incentive 
to curtail extravagances in the absence of competition. 

“In conclusion, at seems important to this Department that the declared policy of 
Congress favoring the fundamental principles of free enterprise be upheld, protected, 
and defended in every practicable way. To maintain to the maximum extent possible the 
competitive system is a universally accepted national policy. Therefore, no segment of 
our industry should be hampered in its ability to compete or be placed under burdensome 
restrictions unless there is overwhelming proof of some real necessity for such action.’ 

®*See Additional Service to Puerto Rico case (Docket 2123 et al.), brief of government 
of Puerto Rico to the Civil Aeronautics Board, submitted by Walter Hamilton and George 
C. Neal, counsel for the Puerto Rican government. The government of Puerto Rico later 
requested through counsel that the authorization for additional service take the form of 
an “air coach” certificate providing a fixed dollars and cents ceiling for such service. 
The government stated that if such conditions were not made part of the carrier’s 
certificate so as to provide a firm obligation on the part of such carrier to furnish low-fare 
service sufficient in amount and low enough in price to meet the island’s cheap-fare travel 
needs, then the Board should remove the frequency restrictions imposed on nonscheduled 
airlines. It was emphasized that these restrictions were ill-suited to and inconsistent with 
the island’s air-transportation needs. These requests of the Puerto Rico government 
were disregarded by the Board. 

7 Supra, note 30. 

* Supra, note 30, brief of the Port of New York Authority in support of exceptions to 
the examiner’s report, dated December 12, 1950. 

* U. 8.-Hurope-Middle Bast Cargo case, supra (note 30). 

5° U, §.-Lurope-Middle Past Cargo case, supra (note 30), memorandum of the Port of 
New York Authority in support of Seaboard & Western Airlines’ petition for reconsidera- 
tion and reargument, June 23, 1952. 

‘. U. §.-Burope-Middle Fast Cargo case, supra (note 33). 
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APPENDIX 4 


TRANSATLANTIC CARGO CASE MEMORANDUM 


WASHINGTON, D. C., May 26, 1953. 
Hon. Epwarp J, THYE, 
Senate Select Committee on Small Business, 
United States Senate, Washington, D. €. 


Dear Senator Tye: There is enclosed a memorandum, with attachments, 
covering the problem raised in the Transatlantic Cargo case concerning apparent 
suppression of a letter from the Department of Defense by the Civil Aeronautics 
Board. This memorandum is submitted to give a more complete story on the 
matter than is set forth in the memoranda which have already been submitted 
to the committee. 

Respectfully yours, 
Harpy K. Mactay, 
Attorney at Law. 


MEMORANDUM RE THE Civit AERONAUTICS BOARD’s ACTIONS IN THE UNITED STATES 
Europe-Mipp_e East CarGeo Service Case, Dockets Nos. 3041 ANp 3818 Anp 
IN THE TRANSATLANTIC CARGO CASE, Docket No. 3041, a CONTINUATION OF THE 
SAME PROCEEDING 


On July 15, 1947, Seaboard & Western, having previously operated as an irreg 
ular carrier of cargo across the Atlantic and to the Near and Middle East filed 
its applications with the Civil Aeronautics Board for a certificate of public con 
venience and necessity authorizing it to carry freight transatlantic and to the 
Near and Middle Hast. Seaboard made every possible attempt to get its case 
set for hearing, including the filing of a proceeding in the court of appeals to 
attempt to have its case consolidated with another proceeding which was being 
expedited by the Board and which involved questions concerning operations b) 
other carriers transatlantic and to the Near and Middle East. Probably as a 
result of the hearings held before the Senate Interstate and Foreign Commerce 
Committee in 1949, the Board issued a statement that it would set certain cases 
for hearing, among them the Cargo case, arising out of Seaboard’s original appli 
eation. After this an-ouncement Transocean Airlines, another irregular carrier, 
filed an application similar to Seaboard’s, and the two proceedings were con- 
solidated for hearing. 

Pursuant to an exchange of letters of agreement between the Civil Aeronautics 
Board and the Department of Defense, the Civil Aeronautics Board by letter 
dated October 17, 1949, over the signature of its then Chairman, Joseph J 
O'Connell, Jr., requested the views of the Department of Defense concerning the 
Department's position with respect to the possible certification of an all-cargo 
carrier in the area involved in the proceeding. By letter dated January 12, 1950, 
over the signature of Stephen Early, Under Secretary of Defense, the Board was 
advised (copy attached) that the Department of Defense favored the certification 
of an all-cargo service. The letter was received by the Civil Aeronautics Board 
on January 18, 1950, and bears the stamp of the Board showing this received 
date. The letter was presumably routed to the Chairman’s office. The letter 
shows a stamped received mark showing that it was received in the office of the 
chief examiner on January 18, 1950. 

On August 25, 1950, there having been a full hearing in the proceeding the 
examiner, Warren E. Baker, issued his examiner’s report. In this report no 
mention whatever is made of the national defense aspects of the case although 
one of the principal objectives of the Civil Aeronautics Act is that of national 
defense. At this time the letter from Stephen Early was not available to the 
applicants in the case, and its existence was unknown to them. On February 9, 
1951, the Civil Aeronautics Board adopted its opinion and decision subject to 
approval by the President, in which it recommended denying both applications 
for certificates. In this opinion, although the attached letter from the Under 
Secretary of Defense was before the Board at the time, the Board stated “In 
the present record, the Department of Defense, which is best informed as to 
the comparative value of the services of applicants, their equipment and organi- 
zation submitted no direct testimony or evidence on behalf of certification of 
either applicant.” The Board further stated that in the absence of such informa- 
tion it would not authorize the international all-cargo operation under considera- 
tion in the case. 

On May 12, 1952, 4 years and 10 months after the filing of Seaboard’s original 
application, the Board issued this opinion and decision, the same having been 
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approved by the President on May 10. The existence of the Defense Depart- 
ment letter was not yet known to the applicant in the case. One of the appli- 
cants thereafter learned of the existence of this letter which had at that time 
apparently been placed in the letter file of the public docket in the case. Trans- 
ocean and Seaboard thereafter filed applications for reconsideration of the 
Board’s order denying certification. Seaboard pointed out the Board’s unex- 
plained failure to give consideration to the position taken by the Department 
of Defense in its letter of January 12, 1950. (See story in Aviation Week, p. 15, 
issue of June 30, 1952, copy attached.) 

Under date of June 24, 1952, approved by the President June 25, 1952, the 
Board reopened the proceeding for rehearing and reconsideration upon the 
eopened record. 

Although Seaboard had by this time been engaged in this proceeding vainly 
attempting to secure a certificate for 5 years, the Board, by requiring a full 
ehearing is compelling both Transocean and Seaboard to go through an entirely 
new and complete certificate proceeding which under normal Board timing will 
involve a matter of years before final decision can be reached. By granting 
this rehearing the Board has avoided the necessity, in spite of various petitions 
filed by Seaboard, of deciding whether the Board’s failure to consider the Defense 
etter was an error requiring reversal of the Board’s decision. As the attached 
irticle in Aviation Week discloses, none of the Board members who decided the 
Seaboard case would say that they knew of the existence of the Defense Depart- 
ment’s letter. Oswald Ryan, now Chairman of the Board, stated, according to 
the attached article, “The letter probably failed to come to the attention of 
the Board through some clerical error.” 

The Board’s conduct in this proceeding is not only inexcusably unfair to 
lransocean and Seaboard but in addition could actually jeopardize the national 
defense. Seaboard has on order and had no order at the time that its petition 
for a certificate was denied four super-Constellation long-range cargo aircraft 
if exactly the type most needed by the Department of Defense. After issuance 
of the Board’s opinion denying Seaboard’s certificate application, it was only 
through tremendous effort on the part of Seaboard that it was able to continue 
n effect financing agreements with the Chase National Bank which would 
enable it to go through with its original contract to purchase these aircraft. 

The Board’s interminable delay both before and after its denial of Seaboard’s 
certificate application has already seriously jeopardized the international cargo 
commerce of the United States. Seaboard is the only carrier that as an ir- 
regular has specialized in transatlantic and Near and Middle East cargo op- 
erations. It has pointed out to the Board repeatedly, first that the United 
States would lose the international cargo business which was fast developing 
ind later, that the United States had in fact lost this international cargo business 
through failure of the Board to certificate an all-cargo carrier which could 
operate on an unlimited basis. For example, in Seaboard’s petition for reconsid- 
eration, Seaboard pointed out that during the year 1951 there were 348 all-cargo 
flights across the Atlantic by all scheduled carriers, both foreign and American 
flag. Of these, only nine were operated by United States-flag carriers. For- 
eign-flag carriers operated 339 of these flights. Seaboard further pointed out that 
the British Government (see attached exhibit, Parliamentary Debates) on May 
27, 1952, announced a complete change in its aviation policy under which in- 
dependent companies were to be given licenses to develop the all-freight market, 
which is “a growing field with great possibilities.” As was pointed out in 
Aviation Daily for June 6, 1952, “The British are awakening to the opportunity 
to dominate the international air-freight picture.” For example KLM, a Dutch 
carrier, and SAS, a Swedish carrier, had already awakened to the opportuni- 
ties and operated 178 and 150 such trips respectively in 1951 as against 3 by 
Pan American and 6 by TWA. The British licensing procedures have been ex- 
pedited, and the British independent carriers are now ready to operate as all- 
cargo carriers in the area which Seaboard has been attempting to operate in 
since the middle of 1947 (see attached exhibit entitled “British Policy”). 
Under the Board’s procedure and with its obviously intended efforts to delay, 
no decision can be reached on the Seaboard and Transocean applications or on 
applications of other carriers now on file for at least a year or two. 

This case is only one example in the Board’s improper and inexcusable policy of 
lelaying decision as long as possible with respect to any applicant who is not 
one of the original grandfather subsidized carriers. Only when decision is 
inevitable does the Board reach any decision. In this case when decision could 
no longer be delayed an adverse decision was made and thereafter full rehearing 
imposed upon the applicants so that the applicants would be required to go 
through another full certificate proceeding which again may take 2 to 4 years. 
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The letter is known to have been received by the Chairman of the Board and by 
the chief examiner prior to the time when the examiner in the proceeding, 
Warren Baker, wrote his report in which the letter is not mentioned. It was 
received long prior to the time when the Board considered and adopted its opinion 
recommending denial in which the Board made the statement quoted above in- 
dicating that the Defense Department had taken no position in the matter. There 
is a standard procedure for handling such letters from the Department of De- 
fense, and it is inconceivable that no one at the Board knew of the existence 
of this letter. 


THe Deputy SECRETARY OF DEFENSE, 
Washington, D. C., January 12, 1950. 
Mr. Josern J. O'CONNELL, Jr., 
Chairman, Civil Aeronautics Board, 
Washington, D. C. 

Dear Mr. O'CONNELL: I want to acknowledge your letter of October 17 regard- 
ing the Transatlantic Freight case, in which you request an expression of the 
views of the Department of Defense in the general issues of the case. There is 
considerable military interest in the expansion of the civil air transport industry 
to the fullest practicable extent, and we believe that the development of new 
markets of this sort can be effectively instrumental in achieving this end. The 
Department feels that whatever practical encouragement can be given to the 
air-freight industry will be of especial military interest, as long-range, all-pur- 
pose aircraft are particularly adaptable to military requirements in the event of 
an emergency. In addition, certification of a service of this sort would provide 
a subsidiary means to the Department of Defense of effecting delivery of pri- 
ority cargo. 

For the above reasons, the Department favors the certification of an all-cargo 
service in this area. 

Sincerely yours, 
STEPHEN EaRLy. 


[Aviation Week, June 30, 1952, p. 15] 
DEFENSE Is IssurD IN AIRLINE CASE 


TWO LETTERS TURN UP IN SEABOARD & WESTERN AIRLINES BID FOR TRANSATLANTIC 
CERTIFICATE ; ONE IS FROM TRUMAN, CITING DEFENSE NEED 


Seaboard & Western Airlines’ $10-million order for five Lockheed Super Con- 
stellation airfreighters hung in the balance last week as CAB and the President 
pondered whether to reconsider the transatlantic airfreight certificate appli- 
eations of Seaboard & Transocean Airlines. 

A major point argued by Seaboard in its petition is the existence of a letter 
from Defense Department to CAB specifically favoring certification of a trans- 
atlantic all-cargo airline. This letter, outlining Defense’s position, apparently 
was unknown to the Board members when they wrote their decision denying any 
need or economic justification for a transatlantic airfreight carrier. 

Another letter—and last month most Board members were again unaware of 
a new letter—this time from President Truman—urging that “in the interest 
of national defense” Seaboard be granted special exemption to fly considerably 
more commercial flights than allowed under the Board’s regular commercial 
and military exemptions—in effect, a limited-type certification. 

This letter and the Defense letter of 2 years previous made the opinion issued 
by the Board last month off base in its reasoning that there was no evidence 
of Defense interest in the applicants. Three of the five present Board members 
have told Aviation Week they are chagrined over this, since their May opinion 
would have read differently if they had known of the two letters. 

CAB Chairman Donald Nyrop “circulated” the President’s letter to the offices 
of CAB members and bureau chiefs May 14, 4 days after issuance of the Board 
opinion. The President’s letter was dated May 10, 1952. 

The Board opinion touched on the national-defense angle as follows: “In the 
present proceedings, we have no evidence, except of a very general nature, of the 
importance of the applicant’s services to the national defense.” 

Favors carrier.—Yet the letter from Deputy Defense Secretary Stephen Early 
received by the Board prior to the examiner’s initial decision and the Board’s 
oral argument was quite definite. It concluded: “For the above reasons, the 
Department favors the certification of an all-cargo service in this area.” 
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In further pointing up their argument for reconsideration, the petitioners cite 
the fact that last year the United States-flag carriers operated only 9 of the 
348 all-cargo flights by flag carriers across the Atlantic—all the rest being 
foreign. And they note that the Reserve Air Fleet mobilization plan of Defense 
relies on United States carriers only. 

The Defense letter.—Observers point out that the Defense Department let- 
ter was not “evidence” in the strict sense of the word. It was received January 
13, 1950, by former Chairman Joseph O'Connell and by Chief Examiner Francis 
Brown a week later. Since this was after the preliminary hearing conducted 
by Case Examiner Warren Baker, the letter did not have to be introduced as 
evidence, 

Examiner Baker’s initial decision, issued 6 months later, August 25, 1950, did 
not take note of any Defense Department position. The letter presumably re- 
posed in the Board’s “letters” file of routine correspondence in connection with 
the case, 

During oral argument before the Board the next month, November 13, neither 
the applicants’ attorneys nor the Board members mentioned any official posi- 
tion in the case by defense. 

Former CAB Chairman O’Connell, who receipted the letter, was no longer 
with the Board; Delos Rentzel, the new Chairman, presided at the oral argu- 
ment. Other members attending the oral argument were Oswald Ryan, Harold 
Jones, and Russell Adams. Adams did not take part in the final Board decision, 
but Josh Lee did, although he was not present at the argument. 

Defense stand unknown.—A check of the transcript of the argument and the 
memories of all but one of the leading participants reveals that the position of 
the Defense Department was unkown to the Board during the case, although the 
letter was received almost a year previous to the argument and decision. 

Member Lee and former member Russell Adams say they do not remember 
having known the position of Defense or having seen Stephen Early’s letter. 
Member Ryan and former member Rentzel say they are sure they did not know 
of it. Aviation Week was unable to reach former member Jones. But Ryan 
says the word of the CAB decision “certainly indicates” the Board could not have 
known of this letter or the positive position of the Defense Department. 

The letter probably failed to come to the attention of the Board through some 
clerical error, Ryan says. 

Significance.—In light of these facts Ryan views the case for reconsideration 
this way: If that letter might have made a difference in the Board’s reasoning 
in the case, reconsideration now may be in order. 

But he adds that the President has the final say on this: and the Defense De- 
partment had ample chance to advise the President of its opinion before he 
approved the Board decision a year after it was rendered. When the Board 
decisions on international matters are transmitted to the President for ap- 
proval, the Budget Bureau sends a copy to Defense Department for comment. 
The President later decides whether to approve, amend, or reverse the Board 
decision. 

New Seaboard exemption.—A special exemption belatedly issued by CAB June 
19 per the President’s request of about May 10 allows Seaboard to make 12 
extra flights a month to Europe, and 12 each to 5 other regions—North Africa, 
Middle East, Far East, United States Territories, and other Western Hemi- 
sphere countries. 

On these flights, only 40 percent of the plane’s capacity may be non-Govern- 
ment cargo; on the return trip, there is no such CAB restriction on commercial 
business. 

Indications are that the severe CAB limitation on commercial scheduling of 
these extra flights will force Seaboard to shelve its order for the five Super 
Connies. That is unless CAB and/or the President reconsider its application 
or the Board loosens up its narrow definition of the exemption requested for Sea- 
board in the President’s letter. 


BritisH Poricy 


“ATLANTIC FREIGHT APPLICATION APPROVED 


“It was announced by the MCA last Friday that the Minister had approved 
applications by Airwork, Ltd., to operate scheduled all-freight services between 
London and Canada and the United States for a period of 10 years. The an- 
nouncement contained the usual proviso that approval was ‘subject to certain 
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conditions being satisfied.’ Airwork’s applications, made some months ago, 
mentioned an initial frequency of two services weekly on both the New York 
and Montreal routes, using Yorks and Tudors (although the company has also 
referred to the possible employment of Britannia Freighters at a later date). 
No further information is available as to the proposed date of starting the 
services or the type of aircraft to be operated. Hunting Air Transport, Ltd., 
also submitted applications to operate all-freight services on the same routes, 
using American aircraft (DC—4’s, D-6A’s, and/or Super Constellations), but no 
decision has been announced in this case. 

“Although BOAC has already announced its intention of buying five Britannia 
Freighters, aircraft which can obviously be used to advantage on the North 
Atlantie route, the corporation has not yet applied to run any new all-freight 
services. It will be remembered that when the Government’s ‘new deal for the 
independents’ was announced last July, both BOAC and BEA undertook to 
keep their freighting activities within their existing network during the following 
12 months. However, a spokesman stated on Monday that ‘the corporation 
regards the carriage of freight by air as part of its statutory obligations, and 
intends, on or after July 15, to make application for formal license (to operate 
North Atlantic freight services). * * * Notification of this intention has already 
been given to the MCA * * *,’ The statement added that ‘the economy of pas- 
senger services would be severely affected by any diminution of the corporation’s 
ubility to attract the carriage of freight.” * * * [Emphasis added.] 


Source: Flight and Aircraft Engineer, dated February 20, 1953, p. 235. 
[Tuesday, 27th May 1952, Volume 501, No. 101] 
PARLIAMENTARY DEBATES 
(Hansard) 


HOUSE OF COMMONS, OFFICIAL REPORT 


CIVIL AIR TRANSPORT (GOVERNMENT POLICY ) 


The Minister of Civil Aviation, Mr. ALAN LENNOx-Boyp. I rise with your 
permission and that of the House to make a statement on the civil air transport 
policy of Her Majesty’s Government. 

The House will realise that most of the preliminary work which enables me 
to do this has been done by my predecessor, my right hon. Friend the Member 
of Renfrew, West (Mr. Maclay). 

It is the policy of Her Majesty’s Government as has been stated, to combine 
the activities of the Airways Corporations and the independent companies in 
the way which will best serve the interests of British civil aviation and of all 
users of their services. 

We recognize that the Airways Corporations have established themselves well 
in the international field. We shall do all we can to encourage this. They are 
important earners of foreign currency. They are up against intensive compe- 
tition from foreign air lines, and we are determined that the competitive strength 
of the Corporations to operate both first and second or tourist class services on 
their present established networks will not be impaired. 

On the other hand, we seek to improve the position of the independent com- 
panies, which with few exceptions lack long-term security and opportunities of 
expansion. They cannot establish their position if they cannot plan firmly ahead. 
We therefore intend to give them more scope and security, while, at the same 
time, not increasing the cost of civil aviation to the taxpayer. 

We have therefore decided that the development of new overseas scheduled 
services shall be open to the Corporations and independent companies alike. 
Applications will be made to the Air Transport Advisory Council, which will 
administer a procedure on licensing lines. Associate agreements for new routes 
will normally be granted for seven-year periods with extension to 10 years in 
special cases. This should give private firms sufficient security for capital outlay 
and expansion. 

In particular, we have hopes of independent companies developing the all-freight 
market, which is a growing field with great possibilities. There are also oppor- 
tunities for special types of service such as seasonal inclusive tours and services 
at cheap fares not directly competitive with the Corporations to places within 
the Colonial Empire. 
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Charter operations are in the main the domiin of the independent operator. 
The Corporations will keep the right to engage in charter werk in those cases 
where they have special facilities. They will not, however, maintain aircraft 
specifically for charter work. 

United Kingdom internal services present a special problem. Their cost to the 
taxpayer is considerable. We are still examining the best way of dealing with 
this. At the same time we are considering how best to meet the needs of Scot- 
land. The Channel Islands and the Isle of Man also present their special prob- 
lems. In the meantime, British European Airways will continue to operate 
their existing network. Internal services additional to those of British European 
Airways will be made dvailable to private operators for long-term periods. 

The Air Transport Advisory Council will be ready to receive during this sum- 
mer applications not involving subsidy for these and for new overseas services 
in time for the policy to take effect in 1953. The companies will continue to 
operate scheduled services as associates of the Corporations, but under a modi- 
fied form of agreement. Terms and conditions of service must be not less fa- 
yourable than those reached through the machinery of the National Joint 
Council for Civil Air Transport. 

Under this policy, which has been framed after consultation with the many 
interests affected, the public and private sectors of the industry can both make 
their best contributions to the development of British civil aviation. 

Mr. Linp@ReEN. May I ask the right hon. Gentleman three questions? Is it 
not a fact that the granting of additional powers to the Air Transport Advisory 
Council virtually means that we are taking away from the Minister and from 
Parliament the control of the development of civil aviation in this country, and 
is that in accordance with the generally conceived policy of the Government? 

The second point concerns B. O. A. C. and B. E. A. Is it not a fact that they 
are now coming “out of the red” and are making a profit? As they are at present 
engaged in the development of new and revolutionary types of aircraft is this 
the time to create uncertainty by bringing confusion into the position through 
interpolating the charter companies, who will offer the Corporations competi- 
tion? 

The third point concerns the availability of aircraft. While the right hon. 
Gentleman extended the usual courtesy of providing me, beforehand, with a copy 
of his statement, I think he will agree that it was difficult to take it in in the 
short time available. Is it not a fact that the success or failure of the new policy 
of the Government will depend upon the availability of aircraft to charter com- 
panies? Do I understand that the availability of aircraft to the charter com- 
panies has not been discussed and is not involved in this policy? 

Mr. Lennox-Boyp. I shall try briefly to answer those three points. If I ans- 
wered them at length it would develop into a debate. 

In the first case, this in no sense abandons the responsibility of Her Majesty's 
Government for the development of civil aviation as a whole, but it does appear 
to Her Majesty’s Government to be best that the allocation of new services to 
those best qualified to run them, whether public or private enterprise, should be 
left to an independent authority. That is our intention so to do. 

The second question asked by the hon. Gentleman referred to the question 
of the profit or loss of the existing Corporations. We are as anxious as anybody 
else to see that they make a profit, and the fact that B. 0. A. C. is now doing so is 
a matter of the utmost satisfaction. My statement is designed so as to express the 
thanks of the Government and the people to the Corporations. B. B. A. have 
made very heavy losses on the internal services, and I know that many people 
associated with them would be glad to see whether these internal services could 
not be run on profitable lines. 

On the third point, the availability of aircraft is of the utmost importance, and 
one of the reasons why we are now giving private companies long-term security is 
to enable them to raise the capital to get the aircraft required. 

Mr. McNEtL. Will the right hon, Gentleman assure us that in these discussions 
the present level of the services to the Scottish Islands and the less populous parts 
of Seotland will not be lessened in any effort to create more profitable operations 
than exist at present? Should not the present level of service be maintained? 

Mr. LenNox-Boyp. I have been at pains to make it quite clear that no decision 
is announced today to the House about the internal B. B. A. services, but I should 
like the right hon. Gentleman and other Scotsmen to know that future Scottish 
internal services are of the utmost concern to us, and that no change will be made 
which will not give Scotland the same or better services than those which she 
has today. ; 
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Mr. Perkins. Will my right hon. Friend enter into discussions with the appro- 
priate trade unions to ensure that any pilots transferred from either B. O. A. C. 
or B. E, A. will take with them their pension rights? 

Mr. LENNox-Boyp. I will certainly enter into discussions. I have been at pains, 
in the short time I have been Minister, to consult trade unions and the National 
Joint Advisory Council on the proposed changes. I will at every stage endeavour 
to carry trade unions along with any decision the Government may make. 

Mr. Woopsurn. The right hon. Gentleman says that these services will be run 
without subsidy. Does that mean that they will not have the Post Office con- 
tracts? Have private enterprisers taken up the offers already made by the 
Corporation to give them services and have they operated the services already 
given to them? 

Mr. Lennox-Boyp. I have been most careful, and I specifically did not refer to 
the future internal services of the B. E. A. It may well be that nobody, whether 
by public or private organisation, can operate certain Scottish air services without 
subsidy. That question must be left open for future discussion. I can assure 
the right hon. Gentleman that the future of Scotland and the need for the best 
service is very present to my mind. In regard to the other services, I am exam- 
ining as a matter of urgency the question of Post Office contracts. From early 
experience in these matters I realise the importance that they have in this field. 

Lieut.-Colonel Ex1tiotr. When does my right hon. Friend expect to be able to 
make a statement on the result of the examination now going on as to the internal 
services, and particularly the Scottish services? 

Mr. LENNOx-Boyp. I was very anxious to make a statement on the very 
limited field in which we were able to make a decision, in order that private 
operators and others should have confidence as to the future. I can assure my 
right hon. and gallant Friend that we shall do all we can to come to early 
decisions in the other field, the importance of which we fully recognise. Mean- 
while, B. B. A.’s internal network will continue undisturbed. 

Lieut.-Colonel ELLior. Would it be possible to make a statement before August? 

Mr. LenNox-Boyp. I must, I think, have some reserve in that matter. 

Mr. Grrmonp. When the right hon. Gentleman is considering the future of the 
Scottish services will he bear in mind that the crying need is for new types of air- 
eraft, particularly helicopters? Secondly, can he say whether the future of his 
own Ministry is under consideration and, in particular, its relationship to B. E. A., 
both as regards aerodromes in this country and the development of new aircraft? 

Mr. LenNox-Boyp. In regard to the second point, I am endeavouring as best 
I can to discharge the dual duty imposed upon me. In regard to the future of the 
helicopter service, it is our intention that in any contract entered into through 
the proposed new licensing agency the helicopter service shall not be included in 
that contract, so that there will be full freedom to develop helicopter services 
whether by national or private enterprise, as seems best in the light of modern 
knowledge and of the needs of the country. 

Air Commodore Harvey. When my right hon. Friend arrived at this decision, 
did he take into account the subsidiary companies of the Corporations operating 
in the Commonwealth, which are consistently losing money? Would it not be 
better for the Corporation to concentrate on their main trunk routes against 
foreign competition and hand over those companies to other operators? Second, 
is my right hon. Friend aware that unless high priority is given to manufacture 
in civil avjation no aircraft will be available during the bulk of the seven years 
which he has mentioned? 

Mr. LenNox-Boyp. I know the importance of these subsidiary companies in the 
Colonies, but other Governments are, of course, involved, apart from Her Majes- 
ty’s Government in the United Kingdom. I know that my hon. and gallant Friend 
would not expect me to speak at this moment on behalf of the considerable 
number of Colonial Governments who are interested, but I assure him I will not 
lose sight of the importance of what he has said. In regard to the need to give 
priority to civil aviation needs, that is part and parcel of the defence needs of 
the country as a whole. I assure my hon. and gallant Friend that I am ever 
conscious, and will be so, of the need for seeing that civil aviation interests are 
not subordinated unnecessarily to the wider interests of the nation as a whole. 

Mr. Hersert Morrison. Will the right hon. Gentleman tell the House why, when 
British civil aviation services, which are public services, to the surprise of a good 
many of us, are showing real signs of paying their way, the Government have 
charged in for the purpose of messing up the whole situation and putting a span- 
ner into the works almost with a view to preventing the public services being a 
success? I say nothing about the effect upon the employees of the undertakings, 
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in which my hon. Friend the Member for Reading, South (Mr. Mikardo) has a 
direct interest of soine importance. 

Everybody expected in earlier years that the Air Corporations would be 
subsidy-carrying industries for a good time to come. When they are showing 
signs of paying their way, why do the Government want to come charging in 
with a view to jeopardising that situation, out of purely theoretical considera- 
tions? 

Secondly—l Hon, Mrempers: “Speech.”] You will have some more speeches 
about this matter before you are done. I would ask the Leader of the House 
whether, in view of this vital and important change of policy following upon 
the other transport changes of policy, I may presume that the Government will 
provide facilities for the House to debate this matter? 

Mr. LENNoN-Boyb, Perhaps I may answer, within the limited field which is my 
responsibility. The right hon. Gentleman referred to the Government barging 
in. If he takes the trouble and does me the credit of reading what I have said, he 
will see that there is no interference whatever in the existing network of the Cor- 
porations. It is our belief that in this field, as in the field of road transport, 
there is a very good opening for private enterprise to open up new opportunities 
for public service. [Jnterruption.| Perhaps the right hon. Gentleman, having 
asked me a question, will do me the courtesy of listening to my answer. I would 
reluind him, when his hon. Friend talks about the Corporations being “out of 
the red” and making a profit, to consider that, despite the zeal of B.E.A. during 
the past year, their losses on the internal services to which I have referred more 
than exceeded their profits anywhere else. These amounted to a very consider- 
able handicap, which many of B.E.A.’s best friends would like to see private 
enterprise try to solve. 

Mr. Morrison. Is it because the internal services are financially difficult that 
the right hon. Gentleman is much less forthcoming about trying to get private 
enterprise there than he is with regard to the other field? 

Mr. LeNNox-Boyp. I will certainly answer that question. We are creating 
machinery, and we have every hope that there will be opportunities of service in 
this field Weanwhile, we are anxious that in the new and erpanding freight 
market and on other routes outside the existing network the race will go to the 
people who can give the best service to the public. 

Several Hon. Members rose 

Mr. SPEAKER. Order. There is no Question before the House. There was a 
question asked, and I do not know whether it is desired to give an answer to it. 

Mr. Morrison. There is the point about a debate which the Leader of the House 
ought to answer, if I may say so. 

Mr. ProrumMo. Why should he answer? 

Mr. Morrison, Does the hon. Gentleman think this is the House of Commons 
or the Hitler Reichstag? I asked for a reply about a debate, Mr. Speaker. Also, 
1 should have thought that my hon. Friend, who represents the trade unions 
in this industry, should be permitted to put a question. 

The Lord Privy Seal, Mr. Harry CroOKSHANK. It can be considered through 
the usual channels before tomorrow, when the right hon. Gentleman can repeat 
his question when we discuss the business for when we return. 

Several Hon. Members rose— 

Mr. Speaker. Order. There is no Question before the House and judging by 
the interchange of questions which has taken place, there is material here for 
a debate. It cannot take place now. | Emphasis added.] 


APPENDIX 5 


ADDITIONAL STATMENTS SUBMITTED FOR THE RECORD 


JOHNSON FLYING SERVICE, INC., 
Missoula, Mont., April 17, 19538. 
Hon. MIKE MANSFIELD, 
Senate Office Building, Washington, D. C. 


Dear Mr. MANSFIELD: As you probably know, we have been operating a com- 
mercial flying service for 29 years. We now operate approximately 32 fixed-wing 
aircraft and 2 helicopters and work from 55 to 60 people in our organization. 


Since World War II, we have owned and attempted to operate two Douglas 
88796—58—-—88 
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DC-3's. Since last fall we have been flying the two Douglases on nonschedule 
work, flying military personnel, as well as other charter flights. We do some 
contract work with the two Douglases, but it was necessary that we have more 
work for them. After 29 years of successful aircraft operation, we feel that we 
are well qualified to operate these aircraft on nonschedule work. 

The Civil Aeronautics Board has set itself to close out independent nonschedule 
air carriers, and now, by any means possible, are almost succeeding. We 
are enclosing a copy of a newspaper article by Drew Pearson which explains the 
situation quite thoroughly. 

The Small Business Committee hearing with the Civil Aeronautics Board on 
the nonschedule airlines is April 22, 23, and 24. As this is a vital part of our 
operation, I would appreciate very much anything you may be able to do to stop 
the CAB from closing us and many other independent air carriers out of business 

Respectfully yours, 
JOHNSON FLYING SERVICE, INc., 
Rowert R. Jonnson, President. 


Unirep StTatTes SENATE, 
April 22, 1958. 
Hon. Epwarp J. THYE, 
Chairman, Committee on Small Business, 
United States Senate, Washington, D. C. 
Dear SENATOR THYE: It is my understanding that your committee will start 
hearings next week on the matter of the nonscheduled airlines, 
I am enclosing herewith for your committee’s consideration a copy of letter 
I have received from Robert R. Johnson, president, of the Johnson Flying Service, 
of Missoula, Mont. I would appreciate your making Mr. Jolinson’s letter a part 
of your record so that what he has had to say may be given every consideration 
by the committee. 
Thanking you and with best personal wishes, I am, 
Sincerely, 
MIke MANSFIELD. 


OAKLAND, CALIF., May 6, 1958. 
Senator E. J. THye, 
Chairman, Aviation Section of Small-Business Men’s Committee of the 
Senate, 
Senate Office Building, Washington, D. C.: 


Sixty-eight licensed nonscheduled airlines operating from the Oakland Mu 
nicipal Airport carried 205,263 passengers during the calendar year 1952, an 
increase of 643 percent over the 27,611 passengers carried in 1948. The first 
full year of their operation at Oakland. During the first 3 months of 1953, 
55,944 passengers were carried in and out of the Oakland municipal airpert by 
these same airlines showing an increase of 36.7 percent over 1952. There were 
1,540 civilian air-movement flights during 1952 carrying 41,879 passengers during 
the first 3 months of 1953. There were 444 civilian air movement flights, carry- 
ing 16,242 passengers or an increase of 55 percent over the previous year civilian 
air movement. Nonscheduled airlines fly returning overseas veterans from Ja- 
pan and Korea to their homes in the United States at a cost lower than other 
types of transport and at a considerable saving in time for the veteran. Such 
results at these point to the tremendous service that the licensed nonscheduled 
earriers are rendering in handling heavy traffic safely at low cost. These results 
should be acknowledged and as one of the major airports in the United States 
handlings hundreds of these flights yearly, we sincerely recommend that they 
be given great consideration in their request for official Government recog- 
nition. 

Don W. MARTIN, 
Manager, Oakland Municipal Airport. 
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THE EssenriAL Rote or LARGE IRREGULAR AIR CARRIERS * 


By Dr. Charles R. Cherington, acting dean, Graduate School of Public 
Administration, Harvard University 


he large irregular air carriers perform a number of essential functions in 
present pattern of air transportation. Their significance is likely to increase 
th the continuing expansion of commercial aviation in the years to come. 
though their operations are sometimes treated as competing with those offered 
cheduled certificated airlines, careful analysis of their present traffic and 
bable future role demonstrates beyond a reasonable doubt that they are in 
t either supplementary to or complementary to regular scheduled operations. 
e economic case for the continuance of the large irregulars, under appropriate 
rulation and control, is an overwhelming one. 
The economic case for the large irregulars may be conveniently divided into 
following principal categories of analysis: (1) The growth of American 
mmercial, both domestic and international, aviation since 1938 to the present 
d its probable further expansion in the course of the next decade. (2) The 
reasing variety in the type of traffic and service, and the relative adaptability 
the scheduled certificated carriers and the large irregulars to meet the various 
d fluctuating needs for commercial airlift as it arises. (3) The significance 
ommercia! aviation to present and potential military requirements and the 
e of the large irregulars in assuring that these military requirements will be 
et (4) The extent to which the continued existence of the large irregulars, 
r from endangering the financial stability of the subsidized certificated carriers, 
ermits such certificated carriers to conduct their operations at lower cost to 
the Government and at greater profit to themselves. (5) Lastly, some consid- 
ration should be devoted to the economic principles which should be governing 
1 administering regulatory power over freedom of entry into a relatively new 
id rapidly growing branch of public transportation. In this connection it is 
mportant to draw appropriate distinctions from, as well as necessary parallels 
th, other forms of transportation covered by public regulation. 


I, SPECTACULAR GROWTH IN AIR TRAFFIC 


The growth of American commercial aviation since the passage of the Civil 
Aeronautics Act of 1988 has been spectacular. It is difficult to say, given the 
ircumstances of the case, which has been the more striking; the expansion of 
domestic traffic or the establishment of the international airline network served 
by American-flag carriers. We have never seen anything quite like it, both as 
to the rapidity of the growth and as to the formidable character of the obstacles 
which have been overcome. 

This period of growth may be divided into a number of phases. The first 
extended from the passage of the act down to the time shortly after Pearl 
Harbor and was marked by a mounting demand for first-class passenger move- 
ment by air. The full extent of this demand could hardly be accommodated 
by the existing equipment. But the rising curve of passenger-seat miles gave 
at least some indication of what was ahead. 

The second phase came with the transfer to the Government of many of the 
commercial transport planes and the virtual cessation in the delivery of new 
transport equipment to the certificated carriers. During most of the war air 
ransportation of persons was limited by the available equipment, load factors 
were abnormally high, and it was necessary to control traffic movement by an 
elaborate priorities system. Without such limitations no one knows to what 
eights traffic would have increased during this period. But the airlines were 
sufficiently confident of the future to order large quantities of new equipment 
for postwar delivery, and the flood of new applications for certificated routes 
swamped the administrative machinery of the CAB. 

The third phase came with the beginning of the release by the military of 
considerable members of transport aircraft for adaptation to and use in com- 

ercial operations.- This phase continued into 1946 and was marked by the rapid 
crowth in the traffic of the scheduled carriers and by the beginnings of important 


‘Reprint from the Journal of Air Law and Commerce, autumn 1952 issue, vol. 19, No. 4, 
published by Northwestern University School of Law and School of Commerce, Chicago, Il. 
Submitted by Hardy K. Maclay. 
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operations by the large irregulars. With aircraft available, it was possible to 
meet at least a part of the swollen demand for commercial transport. This phase 
was characterized not only by tremendous growth of revenue passenger-miles 
but also by the rapid rise of airfreight and the development of new markets 
for commercial air transport beyond anything undertaken or even conceived of 
in the period before the war. The hopes of the carriers for tremendous expan 
sion seemed to have no limits. Not only were large numbers of transport 
aircraft taken over from the military absorbed into scheduled services and put 
into use by large irregulars, but important orders were placed for new types of 
aircraft. 

This phase of unbounded confidence and rapid expansion was followed by 
a relatively short but quiet sharp recession in the growth curve. This fourth 
recession phase was marked by slackening of the growth curve, cancellation 
of some orders for new aircraft, growing concern by both the CAB and the 
regular scheduled carriers for the stability of the industry. It was also marked 
by considerable distress among the large irregular carriers which were handi 
capped by dealing largely with new experimental types of traffic, and were 
further hindered by conducting operations under restricted authorizations from 
the CAB, which failed to take into account the potential utility of large irregulars 
to supplement scheduled carriers and to pioneer new types of traffic and service. 

The fifth and final phase of growth had already set in before the outbreak of 
the Korean war and has continued substantially until the present time. The war 
and the related armament programs and the rise in the flow of income payments 
has undoubtedly strengthened this last phase of expansion. Yet even without 
war there is every reason to believe that growth would have continued during this 
period. 

In reviewing the long-term record of growth, it is possible to draw certain defi 
nite conclusions and to suggest certain other deductions for tentative considera 
tion. Firstly, the growth curve is spectacular in its rise since 1938, and there 
is every reason to suppose that it will continue for years to come. While related 
to growth in national income, it is in part independent from it. This means that 
regardless of war and economic recession, there will be a growing volume of air 
traffic to be divided between the scheduled carriers and the large irregular 
carriers. 

Secondly, despite this long-term growth, there have been, and doubtless will 
continue to be, temporary slackenings in the growth curve, and even actual 
declines. Sometimes these will be related to nationwide or even worldwide eco- 
nomic phenomenon. At other times they may be caused by a closely spaced series 
of spectacular accidents (e. g., the unfortunate events at Newark airport in the 
winter of 1952). It is possible to identify past events which have had an impact 
on traffic with some definiteness and to predict that these or comparable influences 
will unquestionably recur. But such recurrences, regardless of what may happen 
in the short run, will not arrest the long-term growth curve for the calculable 
future. 

Thirdly, while carrier prosperity is in the long run dependent on high-load 
factors and the fullest possible utilization of available aircraft, there has not 
been, nor is there likely to be, in the future a continuous direct correlation between 
the growth curve and carrier prosperity. A situation of this sort arose in the 
spring of 1952. Apparently the costs of the regular scheduled carriers mounted 
more rapidly than could be compensated for by traffic increases. But the answer, 
from the point of view of the authority, would seem to be a readjustment in rates 
and charges along the lines of reeent CAB action. It is wrong to conclude that 
a temporary decline in scheduled carrier earnings warrants a more restrictive 
policy with regard to the operating rights of large irregular carriers. In point 
of fact, as we shall see in section IV, exactly the opposite policy may be more 
helpful to the long-run stability of the industry. 

In swamary, the growth of air traffic, both domestic and international, has 
been great, and gives promise of continuing. While there will be setbacks as 
there has been in the past, and while we must face ups and downs in carrier earn- 
ings, the prospective volume of traffic gives sufficient ground for the CAB to so 
administer its control over operating authority as to permit the balanced devel- 
opment of regular scheduled carriers and large irregular carriers both within 
the United States and on overseas international routes throughout the world. 


II. INCREASING VARIETY IN TYPES OF TRAFFIC AND SERVICE 


Even more striking than the growth in air traffic since 1938 has been the increas- 
ing variety in the types of traffic and service. Recent growth and probable future 
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expansion can only be understood in terms of the fact that air carriers have found 
nd begun the development of new markets, and this tread is continuing. In 

the process the large irregulars have played a decisive role. Beeause of their 
nherent economic and organizational nature, they are superbly adapted to this 
pe of developmental and pioneering work. 

Prior to the war, the main business of commercial carriers was limited to the 

rriage of the mails, and the transportation of first-class passengers at rates 
er mile as high or higher than comparable rail movements in pullman accommo- 
ations. The war experience provided startling lessons in the physical possibili- 

es of air freight and in the mass movement of persons, in to put it mildly, less 
n luxury accommodations. The military air services not only lifted a volume 
nd variety of traffic theretofore unheard of, but also showed the way, in part at 
east, to lowering costs for such new types of air lift. In the years since the way, 
ese lessons have been used as the foundation upon which commercial carriers 
ve opened new markets. The regular scheduled carriers have shared with the 
rge irregulars this continuing process of development, but much of the actual 
eering has been initiated by the large irregulars. For example, although 

e bulk of the so-called coach-type air service is now carried by regular scheduled 

s, the existence of the coach-type traffic potential anc the ways in which it 
d be accommodated profitably were early demonstrated by the large irregu- 
rs. Comparable pioneering was done in the charter market for special parties 
nd seasonal movements of workers, students, and pilgrims. Such movements 

1 a small scale were not unknown in earlier periods, but the enterprise of the 

ge irregulars has demonstrated that these markets are larger, potentially far 

rger, than anything previously demonstrated by the regular scheduled carriers. 

he growth of certain types of air freight has similarly been stimulated. That 
this growth is economically sound is evidenced by the steady rise in the volume 
if air freight carried by the regular certificated carriers, by the expansion of 

wly certificated carriers which handle air freight exclusively and by the general 
lownward trend in the cost per ton-mile in the carriage of air freight. 

In the period since the war the large irregulars have done much of the pioneer- 
ng and development work in discovering these new markets for air transport. 
Their contributions might have been even greater under different conditions of 
Government regulation. Apparently the CAB’s original theory was to treat the 

rge irregulars as if they were essentially fixed-based operators, and accordingly, 

) limit the regularity of their flights between any two points. While this may 

ve prevented undesirable competition with regular scheduled lines in a few 
nstances, it has seriously curtailed pioneering and development work in many 
ther instances. This is a matter which the CAB should face up to in deter- 
nining the future relations between the regular scheduled carriers and the large 

regulars, 

With low overhead costs and without a fixed obligation to maintain service 
regardiless of economic results the large irregulars can test new markets for 
transportation by air. They have a far wider range of entrepreneurial freedom 
than the scheduled carriers. If the particular operation pays out it may be fur- 
ther developed and, in some cases, may eventually be turned over to the scheduled 
carriers for permanent operation. On the other hand if it proves unprofitable, it 
s relatively easier for a large irregular to drop the sevice with the least amount 
of economie waste. The fact that the large irregulars do not receive subsidy 
in the form of graduated mail pay makes it more likely that they will leave un- 
economic types of carriage promptly. In as rapidly growing a field as air 
transportation, it is essential to preserve for pioneering and developmental 
purposes that sector of the industry which today possesses a degree of entre- 
preneurial flexibility and under modified regulatory policies could further maxi- 
mize its potential capacity to develop new markets. 

Looking ahead it is hard to predict exactly what new markets the large ir- 
regulars might be called up to develop during the course of the next decade. 
Discussion of the great possibilities of traffic movements in connection with the 
direct needs of the Armed Forces will be reserved for the next section. With 
regard to essentially civilian movements, the following categories of traffic may be 
sted as having already shown promise and/or as having great possibilities for 
the future. 

(1) Domestic charters for a specific flight or flights involving a specialized 
irregular movement of either persons or property. The ability of the regular 
scheduled carriers to lift this type of traffic on a growing scale is limited by 
price and the availability of idle aircraft. Ordinarily it will take low rates 
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to encourage this type of movement. And since the demand for airlift is 
irregular, the scheduled carriers must either shorten maintenance layups or 
draw on the limited supply of reserve planes used to protect regular schedules 
In point of fact, examination of the earnings statements of regular scheduled 
carriers shows that they do relatively litt‘e of this business, for which the 
are indeed not as well adapted economically as are the large irregular 
carriers. 

(2) Overseas irreguar flights on a charter basis. Here again the limiting 
factors are price and aircraft availability. This is particularly true in the 
case of tourism on the North Atlantic run. Taking just one segment of the 
potential market, there are over 1 million teachers in the schools and colleges 
of the United States and something over 2 million students at the collegiate 
level. There was a substantial trend for people in both categories to spend 
long summer vacations in Europe before the war and this trend has recently 
reappeared, limited, however, by the soaring costs of ocean surface trave! 
Transoceanic air fares are even higher and most of the fare concessions 
offered by regular scheduled lines seem to be limited to off-peak seasons 
To develop this teacher-student summer traffic we will need to experiment 
with substantially lower rates, and the pioneering must be conducted b) 
operators such as the large irregulars who have aircraft available at the 
appropriate time. International carriers, whether American or foreign flag, 
cannot be expected to have sufficient aircraft available to meet peak loads of 
such new types of traffic as may be developed. Even if aircraft could be 
obtained throuch charter, they are less likely to experiment with develop 
mental rates necessary to encourage such traffic. Not only teachers and stu 
dents, but large groups of religious pilgrims to Rome and the Holy Land, pex 
ple without the means to travel on regular first-class or coach-type flights 
constitute a potential undeveloped market for which the entrepreneurial flexi 
bility of the large irregulars is best adapted. 

(3) Movements of large numbers of migrator workers, both in domestic 
and international traffic has already been undertaken and gives promise of 
substantial increase in the future. The volume and character of such move 
ments will vary from season to season, depending on the state of domestic 
employment, the nature of economic activity in given areas, crop conditions, 
and a variety of other factors. Given the continuance of reasonably full 
employment in the American economy, there will be a growing need for 
conserving our native labor force by increasing its mobility and for having 
periodic access to supplies of foreign labor to meet critical situations, under 
appropriate regulation in the public interest. At present migratory workers 
constitute a substantial element in the airlift perforined by the large irrezu 
lars. The possibilities for further development appear to be substantial. 

(4) Peak-load-period movements between large metropolitan centers within 
the United States is still another area where the large irregulars are per 
forming valuable transportation services supplementary to that offered hy 
the regular scheduled carriers. On such runs as New York-Miami or New 
York-Los Angeles, there occur periods, usually of relatively short duration, 
when the regular scheduled carriers cannot lift the traffic offered even at 
standard rates. Such traffic peaks cannot be met adequately by reassigning 
aircraft since the supply of surplus ships in the hands of the regulars is too 
limited. Some traffic eventually moves on regular carriers at great ineon 
venience as standbys while the remainder moves by other forms of transport 
or on the relatively restricted operations of the large irregulars. At a sub 
sequent point in this general discussion we will make concrete suggestions as 
to how, through changes in CAB regulations the large irregulars can he 
substantially more helpful, both to the regular scheduled carriers and to the 
public as a whole in protecting this type of traffic. 

In summary, there is a growing variety in the type of traffic and service in both 
domestic and international air transportation. In this expanding industry hoti: 
the regular scheduled carriers and the large irregulars have their roles to play. 
But in pioneering and developing new types of service the potential contributions 
of the large irregulars are particularly important. Contributions in the recent 
past are clear for all to see. The future possibilities for pioneering, while difficult 
to predict with exactness, are patently sufficient to permit the large irregulars as 
much freedom of action as is compatible with the overall financial needs of the 
industry. 
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Ill, ROLE OF LARGE IRREGULAR CARRIERS IN MEETING MILITARY NEEDS 


The role which the large irregulars play in meeting present and potential mili- 
tary needs is of the greatest importance. The aircraft owned and operated by 
them constitute a substantial portion of the total national pool of airlift. 
hese aircraft and the organizations which manage them are maintained at no 
expense to the taxpayer and are available on a standby basis for recurrent periods 
if national emergency. 

During the recent past we have had two outstanding examples of how there 
may arise suddenly and unexpectedly a real demand for such reserve aircraft 
to be used in military airlift. The first example was the Berlin airlift, the record 
which is, of course, well known. The second example is found in the combination 
of circumstances in and around the Korean incident. In both cases it is clear 
that the availability of transport aircraft, both in the hands of the regular 
scheduled airlines, and also in the hands of large irregulars, was a factor of 
ery considerable importance in lifting military traffic, both persons and freight, 
and in providing a backlog of security in addition to and supplementary to, 
facilities maintained by the Armed Forces themselves. It goes without saying 
that the availability of a substantial airlift is essential in almost any conceivable 
type of military situation, and that this is true only to a degree of lesser intensity, 
in the case of continuing international pressure and the future possibilities of 
incidents of the Korean or Berlin lift sort. 

One possible alternative of public policy would be, of course, for the Armed 
Forces themselves to maintain a reserve supply of transport aircraft, and to 
rely upon this reserve in the event of recurring emergencies. However, even if 
the aircraft themselves were available, it would also be necessary to provide 
trained flight crews and ground personnel, and the financial burden of such 
reserve facilities would unquestionably be more than the Armed Forces, or the 
Congress would be willing to sustain. A second alternative would be for the 
Armed Forces to withdraw from regular scheduled commercial service a sufficient 
number of transport-type aircraft to meet their needs in the event of limited 
emergencies in the future. To some extent, with both the Berlin lift and the 
Korean lift, this has been an expedient which has been resorted to. The difficulty 
is, however, that if the emergency is sufficiently acute, or if it is of sufficiently 
ong duration, a policy of this sort inevitably will disrupt regular scheduled serv- 
ice, both domestic and international and will run counter to the established poli- 
cies of the Congress as enunciated in the Civil Aeronautics Act of 1938 and in 
subsequent administrative decisions by the CAB. The existence of the transport 
fleets of the large irregulars, plus the availability of trained flight crews and 
vround personnel is in consequence, a resource of incalculable importance in the 
total pattern of our air power from the point of view of a military organization 
which must face the uncertainties of the next decade in the international scene. 

But the economic case for the large irregulars in connection with military 
traftic for the next decade does not depend upon a recurrence of a Berlin- or 
Korean-type emergency. The total volume of military traffic, both domestic and 
international, has become enormous. There is every reason to believe that the 
total volume of this traffie will continue to expand in the future. Under estab- 
lished policies of the Armed Forces, a very considerable amount of this traffic, a 
growing amount in the years to come, will move by air. Unquestionably some of 
this movement will be carried by the transport services of the military, while 
other portions of the traffic may, of course, be lifted by regular scheduled airlines. 
There will continue to be, however, a growing volume of traffic available for the 
types of operation for which the large irregulars are particularly adapted. This 
will include irregular lifts of considerable volume over routes which are at 
present difficult, if not impossible, to predict. But the total volume of these move- 
ments in any one year will unquestionably provide a new, and as yet unprovided 
for, market for air transportation connected with regular routine military opera- 
tions. 

The importance of the large irregulars in the present and prospective needs 
of the military constitute sufficient grounds for the continuance of this sector 
of the air transport industry in reasonable economic health for a considerable time 
to come. However, it should be noted that there is a relationship of a com- 
plementary sort between recurrent periods in which the military will absorb a 
large proportion of the large irregular capacity, and other periods in which the 
large irreguilars will be able to serve the expanding types of new traffic and 
service outlined in the preceding section. In other words, under proper manage- 
ment and wise regulation there is every reason to believe that the large irregulars 
can play an esential role in national transport. In some instances they will be 
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devoting most of their energies to the pioneering type of operation previously 
described in civil aviation proper. On other occasions, however, they will be 
available as part of the great reserve pool of national air transport to meet the 
needs of the Armed Forces, and to provide an additional element of national 
security which again we can have without extra expense or obligation on the 
part of the taxpayer. 


IV. LARGE IRREGULARS MAY AID FINANCIAL STABILITY OF CERTIFICATED CARRIERS 


The continued existence of the large irregulars, far from endangering the finan- 
cial stability of the subsidized, certificated carriers, will on the contrary permit 
such certificated carriers to conduct their operations at lower cost to the Govern- 
ment, and at greater profit, to themselves. In fact it can be demonstrated that 
this is already the case. It is necessary at this point to revert to certain economic 
characteristics of the regular scheduled carriers. One authority has emphasized 
that the basic economics of a regular scheduled airline is for the carrier to keep 
its planes in the air and to keep them full of paying traffic. In point of fact, of 
course, this ideal is not always realizable in practice. Much of the time and on 
many flights, particularly on many necessary routes, an insufficient volume of 
traffic offers itself for a scheduled flight. This inevitable fact explains, in part 
at least, why continued subsidy in the form of airmail pay is regarded as essen- 
tial for the continued operation of many of the regular scheduled carriers. At 
the same time, the regular scheduled lines with an eye to economic and efficient 
operation, tend to hold back from providing any more aircraft than can rea- 
sonably be utilized with profit. For many types of operation, both of the pioneer- 
ing sort and for the peak-load-type lift, there are in the hands of the regular 
scheduled carriers insufficient aircraft and flight crews available. To force the 
recular schedniled carriers to make them available would lead to a hopelessly 
uneconomic situation, the costs of which would inevitably have to be borne under 
the policies of the act of 1938 by the Public Treasury. We can already see in the 
ease of many of the so-called feeded scheduled regulars how an overprovision of 
aircraft or flights in regular service can enormously increase the cost to the 
Public Treasury. 

The point is that while the regular scheduled carriers cannot and should 
not provide sufficient planes or flight crews to meet peak loads or to engage in 
certain types of marginal pioneering traffic, the large irregulars are, on the other 
hand, in a position to meet the peak loads and to do the pioneering. In addition 
to this, they are in a position to provide a considerable part of the reserve airlift 
for use in cases of national emergency. Thus, from the economic point of view, 
the large irregulars are supplementary to and also complementary to the regular 
scheduled airline operations. As to the pioneering and developmental type of 
traffic, it is doubtful to what extent the regular scheduled lines receiving airmail 
pay subsidy should be encouraged to engage in this type of work. After all, if 
operations turn out to be unprofitable the burden is borne by the Government. If, 
on the other hand, they prove in the end to be profitable the rewards are reaped 
entirely by the carrier. In the case of the peak-load period and types of move- 
ment, it is inevitable that in the absence of the large irregulars continuing 
pressure will be brought on the regular scheduled lines to provide more planes 
than can be absorbed economically in scheduled operation. The alternative, 
after all, is to leave the traffic on the ground and, in an industry which is 
inevitably affected by political pressures, the consequences can clearly be forseen 
by anyone acquainted with the American political system. If the large irregulars 
may be permitted to work in harmony with the regular scheduled carriers, it 
will be possible to keep the aircraft (the numbers of aircraft) in the hands of 
the latter at adequate levels commensurate with the economic capacity of the 
industry to sustain them. The entrepreneurial risk, in fact, the full cost of 
providing the standby facilities will be borne by the large irregulars. This is 
satisfactory to them provided that current regulations can be so modified as to 
permit them to fulfill their true economic role as supplementary to and com- 
plementary to the regular lines. 

One possibility in terms of changing existing regulations which the large 
irregulars have brought to the attention of the Civil Aeronautics Board is this: 
While the large irregulars accept the idea of a limited number of flights per year 
between any two points, they believe that the economic interests of the industry 
would be better served by permitting these flights to take place at any time 
within a given annual period. Thus for example, on New York to Miami the 
large irregulars would be permitted to concentrate their flights between these 
two points at seasons when peak-load traffic is available and could hardly be 
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lifted satisfactorily or economically by the regular scheduled carriers. At an- 
ther season the same planes which had successfully assisted in lifting this traffie 
peak might be deployed in an entirely different type of movement, such as for 
example, carrying migrant workers from the Carribean or offshore islands into 
the United States, or carrying on a charter basis students and teachers to 
Europe for summer vacations. At still another time, under unexpected circum- 
stances, the bulk of the large irregulars might be engaged in a military type 
operation in supplement to the planes of the military and at no detriment to the 
operations or the availability of the regular scheduled carriers’ flights in domestic 
r international. service. 

In the past it has been popular to regard the large irregulars as essentially 
ompetitive in their operations with the regular scheduled lines. This argument 
has usually carried as a corollary the fact that the regular scheduled lines are 
supported at public expense and that to permit competition by nonscheduled 
carriers is, in effect, to permit unconscionable competition with a publicly 
supported transport medium. The fallaciousness of this line of argument can be 
seen when the total picture of commercial aviation and the interlocking relation- 
ship between the various different sectors of the industry is examined. While it 
is theoretically possible in many cases, and has practically occurred in some 
cases, that large irregulars have directly competed and are even uneconomically 
ompeting with regular scheduled operations, there is nothing inherent in the 
situation to make this a necessary condition for the future. What is needed is 
a line of public policy which will avoid deciding either entirely for the regular 
scheduled lines or, on the other hand, permitting unbridled operations on the part 
of the large irregulars. In economic terms what is necessary here in the public 
nterest is to so shape public policy that the large irregulars, in their operations, 
vill support and complement regular scheduled carriers and will have a sufficient 
scope within regulatory policy to fulfill to the greatest possible extent their true 
ole of economic usefulness in an expanding industry. 


ECONOMIC PRINCIPLES WHICH SHOULD GOVERN ENTRY INTO COMMERCIAL AVIATION 


Lastly, some consideration should be devoted to those economic principles 
vhich should govern the administration of regulatory power over entry into a 
relatively new and rapidly growing branch of public transportation. It may be 
suggested as a general principle that, while some limitation on freedom of entry 
is probably inevitable in most forms of public transportation, the degree of 
control over entry should be relatively less stringent in the earlier phases of 
fhe development of any particular form. In the long run, it may be that civil 
viation will mature to the point where we will require the kinds of rigid 
controls which have been in effect in the field of railroad transportation since 
the amendments to the Interstate Commerce Act in 1920. It should be noted, 
however, as a matter of historical interest, that during the growth period in 
railroading, while there were certain technical limitations in the form of the 
necessities for getting railroad charters and obtaining powers of eminent domain, 
the major emphasis of public policy was on more railroads rather than fewer. 
While some competitive wastes may have resulted from these policies there is no 
question but what the industry in this country grew to maturity with tremendous 
rapidity and played a tremendous role in the economic and industrial growth of 
the United States. A more recent, and perhaps a more illuminating historical 
analogy may be drawn from the field of motor transportation, particularly in 
the field of motortrucks. Here is an industry which, in some respects is hardly 
much older than civil aviation, has passed through a period of rapid growth 
followed by the imposition of control over entry, first by the States and later by 
the Federal Government in 1935 in the Motor Carriers Act of that year. The 
Motor Carriers Act was enacted in the midst of a great national depression and 
seems to have been propelled through the Congress by a combination of forces 
not all of them disinterested. While many established trucking lines were 
anxious to freeze the route pattern as of that time, and succeeded in doing so 
inder the so-called grandfather-rights provision of the 1935 act, there was 
additional pressure from the railroads who were, in the last analysis, interested 
nsofar as possible in limiting the further growth of motor-carrier operations. 
In the light of subsequent developments it is not entirely clear that from the 
point of view of the national interest the imposition of control of the rigid sort 
encountered in the subsequent decisions of the Interstate Commerce Commission 
was entirely in the public interest. But be that as it may, it by no means follows 
that because we have estabished fairly rigid control in the case of railroads, now 
relatively speaking a declining branch of civil transportation, that we should 
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necessarily do the same in connection with civil aviation. Civil aviation presents 
a number of differences from other forms of transportation. It may be argued, 
and perhaps argued correctly, that the number of airlines which are guaranteed 
a living, the number of air common carriers who are given full public support 
under the terms of the act of 1938, must necessarily be restricted. This, however, 
has nothing to do with the case of the large irregulars. The real analogy here 
would seem to come in the field of surface transportation by water beyond the 
confines of the United States. Here we have a limited number of lines of Ameri- 
can-flag carriers in international service which are, in fact, subsidized by the 
Federal Government. But we also have virtually complete freedom of entry for 
other lines, both American flag and foreign flag, in international commerce. This 
is all the more remarkable because in general the American merchant marine in 
international service has long been one of the weaker branches of the American 
economy. Yet still it should be noted we permit a degree of freedom of entry 
here which may, in part at least, be based upon the inherent economics and the 
economic principles which should control a regulatory body in deciding for or 
against a given amount of freedom of entry. 

Even if in the long run it will be necessary in the public interest to impose a 
fairly strict type of control over freedom of entry into commercial aviation, it is 
suggested that this is not the time, at the present stage of aviation development, 
to impose rigid limitations. This does not mean that the large irregulars wish 
to have no control exercised over freedom of entry. On the contrary, we suggest 
that what is called for is a degree of control and an administration of control 
which will recognize the inherently essential and complementary role which the 
large irregulars are prepared to perform, which they have been performing, and 
which they give promise of continuing to perform in the future in the develop- 
ment of both domestic and international air service under the American flag. 


Apprnpix 7 


STATEMENT OF JAMES FISCHGRUND, VICE PRESIDENT, NORTH AMERICAN AIR COACH 
System, INnc., May 7, 1953 


My name is James Fischgrund. I very much appreciate the opportunity to 
appear before this committee on behalf of North American Air Coach System 
and the North American Airlines Group, as we have been referred to by the 
Civil Aeronautics Board. 

North American Air Coach System is owned equally by four persons, includ 
ing myself. All 4 of us entered the nonscheduled air-coach business over 7 
years ago, shortly after the end of World War II. 

Mr. Stanley Weiss and myself, after getting out of the service, started Standard 
Airlines at the end of 1945. We put our life’s savings into the purchase of two 
DC-3 aircraft, obtained from War Assets with the aid of a Reconstruction 
Finance Corporation loan. We commenced operating in January 1946, from 
coast to coast. We conceived the idea that millions of people wanted to travel 
by air but simply couldn't afford it. We originated the $99 transcontinental 
air-coach rate and the $75 Chicago-California rate and the concept of high- 
density seating to make those rates possible. 

We found that our air-coach services filled a real public need. By the end 
of 1948 we were probably the largest nonscheduled airline in the air-coach 
operations. We had 6 DC-3 and 1 C—46 aircraft, all free and clear. During 
this period, we flew over 2,000 transcontinental flights, we carried over 40,000 
passengers in excess of 75 million passenger-miles. Our credit position was 
excellent—we were a highly profitable and successful operating company, pro- 
viding an excellent and dependable air-coach service which the public needed. 

In 1949 the Civil Aeronautics Board put Standard Airlines out of business by 
revoking our operating anthority for fiving too frequently and giving too much 
service. The Board further concluded that this was a crime and in an un 
precedented action issued a press relense stating that the case was being referred 
to the Attorney General for criminal prosecution. 

The other co-owners of North American Air Coach System—Mr. J. B. Lewin 
and Mr. R. R. Hart—similarly started in February 1946 as Viking Airlines. 
The operating history of Viking Airlines is very similar to that of Standard 
Viking flew coast to coast, also providing air-coach service. They, too, grew tv 
some seven DC_3’s. From 1945 through 1949, these two lines provided most of 
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the transcontinental air-ccach service in the United States. Viking Airlines 
met a similar fate at the hands of the Civil Aeronautics Board. 

In 1949 the four of us combined our efforts into the North American Air 
Coach System, We continued to provide low-cost air-coach service. 

Ve now own 5 DC—4 4-engine aircraft. During our operation we have flown 
over 500,000 passengers over 1 billion passenger-miles. We have 23 sales offices 
und over 200 employees. 

I quote from an article on North American in Aviation Week of August 18, 
192 : 

“North American believes its sales account for nearly one-third of all domestic, 
nonsked” common-carriage air-coach business. It has 21 sales offices. * * 

‘Revenue passenger miles flown now rival Western Air Lines; they exceed 
those of Colonial and Northeast together; and they exceed those of Continental, 
Mid-Continent or Chicago & Southern individually. 

“The North American executive offices at Burbank Air Terminal, California, 
are as attractive and substantial-looking as those of any domestic airline. The 
New York sales office appears to outshine them all. Customer service in the 
form of ticketing, ramp and flight attendant courtesy and efficiency appears 
equal to coach service rendered by any competitor. 

“The companies fly jam-packed (79 passenger) DC—4s. 

7 * oe a a + ns 

“You can judge the size of the system from the consolidated financial state 
ment submitted with the merger application. Net operating profit last year 
topped $1 million, with revenues of nearly $7 million. For the fiscal year ended 
this June, revenues approached $10 million. And calendar year 1952 may show 
further gains; revenues are running over $1 million a month now.” 

* * * a a * * 

“Total assets December 31, 1951, were $2,587,505 including four DC—4s bought 
at $1,628,400 with current book value of $1,381,238. Current assets of $863,967 
compared with current liabilities of $545,568. Net worth consisted of stock at 
$21,740 and surplus and partnership equity of $1,106,931.” 

The “nonsked” industry has always stood for low-fare air transportation and 
maximum expansion of air service. The Board and the certificated carriers, pro- 
tected as to routes and with respect fo financial support by the Civil Aeronautics 
Act, have until very recently opposed air-coach service and resulting expansion. 
They have favored the policy of confining air-transport service to substantially 
less than 5 percent of the available travel market. These divergent views, now 
well documented after 7144 years of air operations, are the difference between 
pioneer thinking and the thinking of an industry more than adequately pro 
tected by laws and regulations so interpreted as to prevent any newcomers from 
getting into the industry. 

Mr. Robert Ramspeck, then executive vice president of the Air Transportation 
Association of America, set forth the views of the certificated industry in 1949 
in hearings before the Senate Interstate and Foreign Commerce Committee. 

In 1947, 1948, and 1949 the certificated industry during a period of peak 
prosperity had a depression all their own, requiring additional mail-pay support 
amounting to millions of dollars, with load factors at an all-time low and the 
certificated carriers flying empty seats, those carriers and the Civil Aeronautics 
Board adopted the policy of increasing airline fares to about 6 cents per 
passenger-mile. 

After stating that he could make no predication for the future, Mr. Ramspeck 
testified as follows: 

“Whatever the reasons may be for this levelling off, they are not peculiar to 
airline traffic. The so-called first-class travel market (which ineludes both 
airline and pullman travel) declined both in 1947 and 1948. Pullman travel 
dropped more than 38 percent in 1947 (while airline traffic was gaining about 
1.8 percent), and sustained another 10 percent decrease in 1948 (as against a 
3 pereent loss in air travel). Asa result, airline participation in the first-class 
passenger market increased from about 33 percent in 1947 to 34% percent in 
1948. (And if pullman-miles are converted to the shorter airline distances, the 
airline participation would be almost 38 percent in 1948.) It appears, there- 
fore, that although the first-class travel market as a whole has been falling off, 
the airlines have not only held their own, but have succeeded in increasing their 
share of a declining market. 

“The fact remains, however, that the long-range growth in domestic airline 
passenger traffic halted (at least for the time being) abruptly and unexpectedly. 
Thinking back to the conditions which existed in 1945 and early in 1946, it seems 
almost inconceivable that anyone should have foreseen such a turn of events. 
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Twenty years of experience pointed to a continuing, and even increasing, rate 
of growth. And at the time, the public demand seemed almost insatiable.” 

The industry was attempting to solve its problem by confining its service to 
the first-class travel market, about 5 percent of the total available market. Of 
this market it was getting close to one-third or around 2 percent of the total 
market. 

And Mr. Ramspeck took the position that the airlines, in achieving this 
accomplishment, had done well—he said: 

“It appears therefore, that although the first-class travel market as a whole 
has been falling off, the airlines have not only held their own, but have succeeded 
in increasing their share of a declining market.” 

Airline management, as well as the Civil Aeronautics Board, was thinking 
only in terms of executives traveling on expense accounts and the very top-income 
group. 

Limited to this market, Mr. Ramspeck recognized that mail pay had to be 
increased to save the carriers from bankruptcy (p. 421, Airline industry investi- 
gation). He referred favorably to a 10 percent increase in passenger rates in 
1947 and several upward adjustments thereafter. 

By 1949, it was apparent that in 1948, the carriers had already, in fact, 
decreased their already small available market. (p.422) In answer to Senator 
Johnson’s question : 

“You feel that you have reached the point of diminishing returns?” 

Mr. Ramspeck stated : 

“Yes. sir, I think so.” 

Mr: Carleton Putman, of Chicago & Southern, recommended increased mail- 
pay of some $90 million as the solution to the problem. Mr. C. R. Smith of 
American Airlines favored less competition and was of the opinion that coach 
service was not feasible. He stated: 

“If the Government and the Civil Aeronautics Board would like to have us 
go into the coach business, they can require it under our certificate. 

“I think you would have to run the hazard, though, that the operation would 
be unprofitable, and it would have the tendency of creating more dependence 
upon air-mail compensation than presently exists.” 

Mr. Patterson of United Air Lines attributed the airlines’ financial difficulties 
to the fact that there were too many airlines and that passenger rates were not 
raised enough, or soon enough. With respect to lower fares and mail pay, Mr. 
Patterson testified : 

“Now, it is my strong feeling that discounts have served a very useful 
purpose in educating more people to fly. I also believe that lower fares would 
broaden our market further, and I would like to comment in more detail on that 
point in just a moment. However, I do not believe that discounts and lower 
fares have helped the financial position of the airlines to any extent, although 
there is an honest difference of opinion on this point. 

“Inereased rates for airmail, therefore, seem to represent the only immediate 
source of assistance in adjusting the financial problem of the airlines today. We 
are continuing to explore every possibility for further economy, and progress is 
being made every day. As in every other business, airline management must 
be constantly on the alert to insure a continuing program of sound economy. 
Also, we are more aggressive today than ever in promoting the sale of our 
product to the public, that we may increase our volume of business and heighten 
the load factors of our planes. But the only immediate source of relief in 
dealing with our uneconomic price-cost ratio appears to be in the form of higher 
mail rates.” 

His opinion on air coach can be shown by this quotation: 

“Four-cent air-coach rate would have to produce an increased traffic volume of 
about 150 percent in order to show an economic result. It was considered un- 
reasonable to expect a reduction in fares to the 4-cent rate to produce an 
increased traffic volume of more than 70 percent, as compared to the volume 
that would be produced by a 6-cent rate. 

“In other words, I turned this problem over to our economic controls depart- 
ment to make a market study for me on it. I might say I have given this study 
to the Board and told them that if they observed that we are off the track in 
any of our assumptions we would like very much to be put back on the track. 

“In other words, our market research department told me that if we are 
going to 4 cents, we would have to increase our business 150 percent to gain 
dollars. They can only show me that we can gain 70 percent. 

“Now, when you are operating as we are, at a loss, I do not think it is good 
business judgment to go out and add to those losses until the rules of the game 
are established. United Air Lines does not have any money today for any 
experimental work.” 
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In other words, Mr. Patterson was in no position and not of a mind to pioneer 
a new service. 

Mr. Damon of TWA concluded that coach service did not represent a sound 
overall solution for the carriers then in poor financial situation (p. 17838). 

In general, the certificated air carriers and the Civil Aeronautics Board saw 
the solution to the air carriers’ financial problems in increased mail pay, higher 
passenger fares and elimination of some portion of already existing competition. 
These solutions are consistent only with the philosophy that the air-travel 
market being served by the certificated carriers could not be expanded. It is the 
static theory that there is only one pie and that it must be split up among all 
carriers. On this theory, and only on this theory would it be true that admission 
of new carriers could hurt existing carriers. This philosophy would never permit 
a substantial expansion of air transportation except through further subsidies. 
Air transportation would never be self-supporting save on a most limited basis, 
wholly inadequate to commerce or national-defense objectives clearly set forth 
in the Civil Aeronautics Act. It is the philosophy which the certificated carriers 
and the Civil Aeronautics Board have adhered to, at least until the “nonsked” 
carriers compelled a different view. 

It was not until December 6, 1951, only 17 months ago, and 6 full years after 
we had started such service, that the Board made an announcement definitely 
favoring the air-coach policy. It stated in a press release of that date that 
its new “eoach and low-fare policy represents a sharp departure from existing 
operations.” 

That the Civil Aeronautics Board, in administering the Civil Aeronauties Act, 
and the leaders in the certificated industry protected by that act, were wrong 
in their economic appraisal of the industry’s situation in 1947, 1948, and 1949 
is now abundantly clear. 

The failure or inability of the certificated carriers to furnish coach service 
during 1946, 1947, 1948, and 1949 cost the Government and the taxpayers many 
inillions of dollars in mail pay. Their failure to early expand coach services 
has delayed sound development of air transportation in the interests of com 
merce and the national defense. The Board failed to appreciate the absolute 
necessity of reduced fares until far too late. There was no pioneer thinking 
in the protected portion of the industry. The pioneer thinking of the nonsked 
industry, for which I spoke before the Senate Interstate and Foreign Commerce 
Committee in 1949, is shown by my testimony. 

I stated: 

“We feel, and surveys support our view, that we have begun the development 
of a new market in air transportation, a new source of traffic which would not 
have been tapped at all but for our low-cost air-coach service. This new market 
has since contributed very substantially to the revenues of the very certificated 

ir carriers who oppose our continued existence. 

“This new market for low-cost air service has a potential many times greater 
than that heretofore served by those carriers. The fact that we are developing 
a new market, one that was previously untouched, as well as the public need 
tor such a service, is demonstrated by the fact that most of our passengers are 
first-flighters, people who have never flown before. 

“What we have accomplished constitutes, we believe, a major development in 
the field of transportation. The significance of this development is great. If 
ts potential benefit to the industry and to the country is appreciated and if as a 
result this potential is properly used, many of the problems with which this 
committee is faced may be nearer to a wise solution. The importance of an 
adequate air reserve for national defense makes the development of this po- 
tential vitally necessary. 

“I might point out here that I will discuss that in more detail later. But 
this new market, I believe, is some five or more times as great as the present air 
transportation market, and unless a new market is found for the great many 
‘ir transports that are necessary for national defense, we will not be able to 
huild up an adequate air reserve.” 

I know today that I greatly underestimated the potential in air coach. 

I mention a survey in that testimony. It is surprising to note that the Civil 
Aeronautics Board did not make the first survey of air-coach possibilities. Nor 
did the certificated industry or any certificated carrier. Standard Airlines made 
the first survey in 1948, showing that over 50 percent of our passengers were 
taking their first flight. Over 80 percent of our passengers would have traveled 
by rail, bus, or auto if they had not been able to go by air at Standard’s low-coach 
rate. Later surveys by others affirmed comparable figures (see p. 281, Senate 
Interstate and Foreign Commerce Committee). 
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I quote further from my prior testimony on behalf of the nonsked industry, 
in 1949: 

“My thought here on air-coach service is this: There are many times as many 
people who are traveling by other means than travel by air. They simply 
cannot afford to go by air. If there were a service by which they could go, for 
example, from here to New York, at practically rail-coach rates, or between any 
principal cities, the effect on aviation would be tremendous. 

“Mr. Murray mentioned the manufacturers not having sufficient orders. I was 
very much impressed at the beginning of the hearings by your mention of the 
importance of air transportation on national defense. The market that aviation 
must have is the volume market that will put air transportation where it belongs 
as a service—as a travel service instead of a luxury service. And that is a market 
which we hope to test, as well as a yardstick of costs, to see to what extent there 
is a demand in the market for an air-coach service. 

“It can be determined that there is a tremendous demand by the mere fact 
that we have been able to operate under all of the hardships that we have. It 
can be determined by the tremendous rise of the Los Angeles to San Francisco 
subsidiaries of these transcontinental coach carriers. But the true extent of 
that market can be determined only by permitting somebody to go out and do it.” 

Our solution to the dire financial situation existing in the certificated industry, 
as events have now proved, was the correct one and the only sound solution. 
Economic thinking is dictated by economic circumstances. The thinking of the 
certificated industry was a result of their protection by the Board and the Civil 
Aeronautics Act. Our economic thinking was dictated by the fact that we were 
not so protected, and by the fact that we were interested in and thought that we 
would have a chance to furnish our low-cost service after securing certificates 
to do so from the Civil Aeronautics Board. As it turned out, however, no nonsked 
carrier had any chance whatsoever of securing such a certificate. Under the 
Board’s interpretation there is no room for newcomers in the air transport 
industry. 

The first applications for certificates to furnish coach service were filed on 
behalf of Atlantic Airlines by Mr. Sam Solomon on July 2d and 30, 1945. The 
board's examiner recommended approval. The Board denied the applications 
on August 27, 1948, on the grounds that it did not believe the applicant could 
operate at its estimated cost. Mr. Solomon testified that he spent approximately 
$200,000 presenting his case to the Civil Aeronautics Board. 

The next Board proceeding I shall mention is the Additional Service to Puerto 
Rico Case, decided January 23, 1951, in which two nonsked carriers, Caribbean 
Atlantic and Trans Caribbean, applied for certificates to furnish coach service 
without mail pay. The Board disposed of the nonsked applicants in one sentence : 

“While other applicants in the case, notably Caribbean-Atlantic Airlines, Inc., 
and Trans Caribbean Air Cargo Lines, Inc., propose services which will be 
directed to this last-mentioned need only, the Board agrees with the examiner 
that the carrier selected should be able to provide vigorous competition with 
Pan American under an authorization commensurate in latitude with that held 
by Pan American.” 

So, because the nonsked applicants were too small, they were denied the right 
to operate and Eastern was granted a certificate. 

Next is the Transcontinental Coach-Type Service Case (Docket No. 3397, 
Order E-5840 (Nov. 7, 1951)). In this case four applications by noncertificated 
carriers to furnish air-coach service transcontinentally were denied. The evi- 
dence of need for the service proposed by these applicants was actually so strong 
in this case that four members of the Board found it necessary to create an 
entirely new doctrine in order to deny the applications. The record in the case 
disclosed that more than 400,000 people would not have traveled if it had not been 
for the services of the nonscheduled operators. That a tremendous and in- 
creasing need for transcontinental coach service was shown cannot be disputed, 
nor did the Board attempt to dispute it. That the scheduled airlines had wholly 
failed to meet that need was equally indisputable. The applicants proved their 
case. The Board disposed of them by holding that the service of the certificated 
carriers could be expanded to any extent necessary to take care of any amount 
of traffic. The Board further stated that it would compel the certificated car- 
riers to expand their service. 

Under this doctrine it is impossible for any new carrier to secure a certificate. 
Member Joseph P. Adams filed a dissenting opinion, from which I quote: 
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“In the Chicago-Milwaukee-New York case, the Board found that the total 
estimated annual air passenger traffic between points on Northwest’s existing 
routes and the proposed cities of Detroit, Cleveland, and New York comprised 
some 2,000 passengers per month or approximately 24,000 air passengers per 
vear. The Board found that such a passenger traflic movement was ‘substantial’ 
and, using this as one of its primary reasons, awarded Northwest the fourth 
transcontinental airline route. In the case now before us, we have a record 
indicating that these applicants and like operators have generated air passenger 
traffic which totaled in 1950 approximately 19 times as much as that cited by 
the Board in 1944 as ‘substantial’ and yet the majority finds that there is no 
eed for the services applied for, even by way of exemption authority.” 

That our industry has in fact made a great contribution to air transportation 
is admitted by the very Civil Aeronautics Board which has taken the position 
that the nonskeds, performing substantial coach service, should be eliminated 
rom further participation in air transportation. 

At page 30 of its report to this committee, dated November 24, 1952, the Board 
stated : 

“In the field of air fares, however, the situation is different, and there the 
influence of the irregular carriers has been strongly felt. From the beginning 
f their operations, a substantial number of the irregular air carriers have 
oncentrated on operating nonluxury services in the high-density markets at 
fares substantially below the standard fares of the certificated carriers. Al- 
though there has been a substantial variation between the level of fares charged 
by the different irregular carriers, the fares of the irregular group at the end of 
1951 averaged some 65 percent of the standard fares of the certificated carriers. 
The irregular carriers, by operating in markets, under conditions, and at times 
when high-density seating could be realized and, consequently, lower fares 
charged, helped to bring about the development of low-fare coach services of 
the type that have accounted for the largest portion of the recent growth in 
domestic passenger business of all air carriers. Such low-fare coach services 
have served as a competitive stimulus to the certificated carriers in the low- 
cost field, and, together with the coach services of the certificated carriers, 
have induced many persons to travel by air who would not have utilized air 
services at the higher standard fares. The extent to which the operation of 
these low-cost services on frequent schedules has enabled the irregular carriers 
to penetrate the passenger market is indicated by the fact that during the first 
9 months of 1951 they carried some 440,000 revenue passengers and flew 
742,000,000 revenue-passenger-miles in domestic and international operations.” 

It was as a result of this stimulus that the certificated carriers finally got 
into the air-coach market. For the results, once again I turn to the Board’s 
report to this committee. At page 17 the Board states: 

“The growth in traffic over the domestic trunk-line carriers under special 
fares in those areas where it is definitely ascertainable has been phenomenal. 
For example, coach travel from a beginning of slightly less than 100,000,000 
revenue passenger-miles in 1949 has increased to over 1,200,000,000 passenger- 
miles in 1951. Percentagewise this growth has raised coach travel from some 
l percent of total revenue passenger miles to nearly 14 percent.” 

As the Civil Aeronautics Act has been administered to date, the nonsked 
carriers have been the only substantial competitive force compelling reduced 
costs, reduced fares, mass travel, and expansion of our domestic air-transport 
system. 

Air coach is surely not the last major development in air transportation. It 
is not the last situation in air transportation in which pioneer thinking 
rather than protected thinking will be essential to bring about the proper 
solutions in the interest of the public. But if there is no chance of entry into 
the field, and there are no nonskeds available to compel its acceptance, the 
decision of the Board and of the certificated carriers will be comparable to the 
position they took on air coach. The status quo will be preferred to any 
substantial changes, and air transportation will not be the dynamic expanding 
industry it should be. The right of reasonable freedom of entry, either by 
certificate or exemption, is essential to a sound air transport industry. Such 
liberal entry policy was contemplated by Congress, as the legislative history 
of the act will disclose. Until action has been taken that will assure such 
reasonable freedom of entry, the nonskeds remain the only substantial com- 
petitive influence compelling the certificated industry to reduce costs and fares 
and to expand their operations. 
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We have contributed nothing but good to the air-transport industry. That 
this is so, has now been recognized by the Board and by the certificated industry, 
at all times our worst opponents. It was recognized by this committee in 
its report on the role of irregular air carriers in United States transportation, 
and should be reaffirmed by this committee. Our industry is a national asset 
and will continue to be such, so long as we are permitted to continue operating 
on an economical basis in the interest of the public and the national defense. 
I ask that this committee reaffirm its earlier report and that it take whatever 
steps are available to it to compel the Civil Aeronautics Board to discontinue 
enforcement proceedings based -on violations of Board economic regulations. 


Xx 








